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What is Earned Value Management (EVM)

 Earned Value Management (EVM) is a project management 
technique used for measuring project progress in an objective 
manner.

– EVM combines measurements of
 technical performance (i.e., accomplishment of planned work),
 schedule performance (i.e., behind/ahead of schedule)
 cost performance (i.e., under/over budget)

– When properly applied, EVM provides an early warning of 
performance problems.

– EVM promises to improve the definition of project scope, prevent 
scope creep, communicate objective progress to stakeholders, 
and keep the project team focused on achieving progress.



History of Earned Value Management

 Late 1800’s
– Industrial engineers developed 

original earned standards to 
measure factory production

 Early 60’s
– DOD began to use statistical 

analysis to measure plan execution 
(PERT)

 1967-1996 Cost/Schedule Control 
Systems Criteria

– Developed 35 criteria imposed on 
contractors for major systems 
development programs

– Provided successful oversight of 
contractor performance

– Very rigid requirements that took 
emphasis off of the actual 
application of earned value

– Never adopted by private industry 
because of extreme rigidity

 1996-Present
– ANSI/EIA-748 which details 32 EVM 

criteria
– Simplify the criteria (became 

guidelines) and removed some 
terminology

– Adapted guidelines for outside DOD 
application

– Policy moved Earned Value into all 
Federal Agencies
 OMB Circular A-11 , FAR Subpart 

34.2 and 52.234, HHSAR 334.2
– Best practice project management 

tool
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Earned Value at ASPR
 HHS  Acquisition Policy Memo No. 2008 -02 (HHS Interim Guidance 

Concerning EVM) states based on OMB guidance EVMS is intended for 
developmental “major systems”. 
– Cites compliance with ANSI-748 EVM Guidelines
– Contractors must be compliant with ANSI

 ASPR follows EVM Interim Guidance for all IT projects and construction 
contracts

 Biomedical projects may not meet “major systems” requirement

 ASPR implementing  “7 Principles of EVM” requirements in place of 
ANSI-748 EVM Guidelines
– Provides flexibility to ASPR and contractors
– Removes requirement for contractor to be compliant with ANSI



Tiered Approach to EVM
 Tier 1 

– HHSAR requirement of full EVM requirement ANSI 
748 compliant (334.2 and Full EVM-Contracts greater 
than or equal to $25M and must be a facility or IT).

 Tier 2
– Contracts greater than or equal $25M , 7 Principles of 

EVM Implementation

 Tier 3
– Contracts greater than $10M and less than $25M , 7 

Principles of EVM Implementation but with greater 
flexibility and less requirements



Why Use Earned Value?

Actual Cost is not an indication of work progress, but only an 
indicator of hours/money spent.

Well, I’ve spent 500 hrs. Does that 
mean I’ve accomplished 500 hrs of 
work?



Establish the Performance 
Measurement Baseline

An Iterative 3-Step Process
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Management Systems without 
Earned Value

In these systems, you budget work and then record actual expenditures.

Example:   I budgeted 3 Consistency Lots at 200hrs per Lot. At the end of the month 500 hrs had been expended.

GREAT! I'm 100hrs
under budget!

But what does this mean?  Is this really the true status of work?  What did I accomplish?

Budget
(BCWS) vs Actual

(ACWP) Variance

600 500 100



Earned Value adds a new dimension to 
traditional budget vs. actual tracking.

Earned Value
(BCWP)

Earned Value Management

Budget
(BCWS) vs Actual

(ACWP) Variance

600 500 100



Management Using Earned Value
Earned Value - an objective measure of how much work has been accomplished.

Example: I plan to manufacture 3 Consistency Lots month.  Each batch/lot should take 
200hrs. I will measure Earned Value  based on # batch/lots completed

Month End...

1
2

Budget Plan Earned Value Actual
600 400 500

(2 lots x 200 hours)



Using Earned Value
Budget Plan Earned Value Actual

600 hours 400 hours 500 hours

Schedule Variance Cost Variance

(200) (100)

Oh boy! I better 
figure out what is 
going on!

I’ve got 200 hours worth of 
work to catch up on and 
I’ve already overspent by 
100 hours



Why does ASPR use EVM?
 To ensure that contractors use effective, disciplined management control 

systems and procedures which provides data that:
– Properly relate cost, schedule and technical performance
– Are valid, timely and auditable

 Confidence in contractor’s internal management system translate to ASPR 
receiving 
– Objective (rather than subjective) contract performance information
– Cost and schedule impact of technical problems
– Capability to trace problems to source (hardware, software, etc.) and 

responsible organization
– Narrative analysis of problem identification, impact to the program and 

corrective action
– Assist ASPR in identifying and managing risks

 Provides forecasting data that assist ASPR in managing funding requirements



Reporting Requirements for Tier 1 and 2 EVM Projects

 Will need to provide a monthly EVM report (Contract Performance Report)
– Formats 1 and 5 (CAP report optional)
– Control Account Plan

 Format 1 provides includes current, cumulative and at complete EVM data for 
each WBS reporting element. EVM data by Work Breakdown Structure

 Control Account Plan is an EVM document that shows the budget timephased 
by month for each work package rolled up to the control account. Also includes 
actual costs and budgeted cost of work performed (the earned value)

 Format 5 provides narrative explanation of cost, schedule and other problems 
related to total contract, Undistributed Budget and Management Reserve.

 Will provide Integrated Master Schedule status updates



Integrated Baseline Review (IBR) / Performance Measurement 
Baseline (PMBR)

 A technical review will be scheduled 90-120 days after contract award.

 Contractor submits PMB documentation.

 ASPR will review documentation

 ASPR and Contractor will meet and discuss the baseline (budget/schedule/scope) and risks to 
the project.

 ASPR will execute a formal approval of the PMB

 Gain a sense of ownership in the cost/schedule management process

 Verify the Technical Content of the Performance Measurement Baseline

 Allows ASPR to obtain an understanding of the Performance Measurement Baseline and 
mitigate risk

 Gain a sense of ownership in the cost/schedule management process



14CPR Format 1 Example



15CAP  Example



16CPR Format 3 Example



17CPR Format 5 Example



PHE.gov
 Section on Earned Value Management

 Will list the 7 Principles of EVM

 Will provide Intent Guides for Tier 1,2, and 3 Implementaions



Questions?


	Earned Value Management����Carl Ruggiero�BRTRC���June 8, 2011�
	Slide Number 2
	History of Earned Value Management
	Slide Number 4
	Slide Number 5
	Why Use Earned Value?
	Establish the Performance �Measurement Baseline�An Iterative 3-Step Process
	Slide Number 8
	Slide Number 9
	Slide Number 10
	Slide Number 11
	Slide Number 12
	Slide Number 13
	Slide Number 14
	CPR Format 1 Example
	CAP  Example
	CPR Format 3 Example
	CPR Format 5 Example
	PHE.gov
	���Questions?

