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Chapter 8 -- Earned Value Management System (EVMS)
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1. -- Background.

References (a) through (c) task the Commander, Marine Corps Systems Command (COMMARCORSYSCOM), and Program Managers (PMs) with the responsibility to properly manage the acquisition programs assigned to them.  Earned Value Management (EVM) is the means by which the cost, schedule, and technical aspects of a program are integrated to provide complete and objective visibility of program performance.  Assistance in determining the impact of these various aspects associated with the acquisition can be obtained from Marine Corps Systems Command (MARCORSYSCOM) Program Analysis and Evaluation (PAE) Directorate.  References (d) through (h) provide specific guidance on EVM implementation and use of data generated by an Earned Value Management System (EVMS).

2. -- Discussion.

Earned value is a concept that relates schedule performance to cost.  By comparing planned effort to actual accomplishment (in terms of budget) and actual accomplishment to expenditures, the PM has an objective indication of program status in terms of dollars or hours.  EVM does not prescribe a specific management system to be used by contractors.  EVM for major contracts is a set of 33 Criteria, contained in reference (e), that establish a framework for effective cost and schedule performance measurement.  EVM for non-major contracts is less stringent, but is consistent with the earned value concepts contained in the criteria.  Please see reference (j) for further detail.

3. -- EVM Process.

The EVM process has been divided into seven phases, some of which overlap.  Considerable coordination is required with organizations both internal and external to MARCORSYSCOM to effectively implement EVM on a program (see figure 8-1).  References (i) and (j) provide greater detail.

a.  Requirements.  The EVM process begins with determination of the level of EVM to be applied to a contract.  This level is a function of the contract type, dollar amount, and, in some cases, the judgment of the PM.  References (b), (d) and (e) discuss when EVM should be applied.

The Contracts Directorate (CT) can assist in determining the most appropriate contract type for the acquisition.  EVM should always be considered for large cost reimbursable type contracts.  Please refer to reference (j) for further discussion of contract types.

EVM is generally required on high risk development contracts with a negotiated cost of over $70 million and on production contracts with a negotiated cost greater than $300M (Fiscal Year (FY)96 constant dollars).
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Figure 8-1.  EVM Process (Flow Chart)

Lower value contracts could be subject to EVM if the cost, schedule, and technical risks of the program warrant its application.  Table 8-1 further illustrates the thresholds.

Table 8-1.  Cost Thresholds

	Significant Contracts and Subcontracts
	Non-Major Contracts
	Low Value Contracts

	$70M RDT&E

$300M Production
	>$6M < $70M RDT&E

>$6M < $300M Production

>12 month duration
	< $6M RDT&E and Production

	Excludes Firm Fixed Price (FFP), Time and Material (T&M), and mainly Level of Effort (LOE) contracts.
	Excludes FFP, T&M, and mainly LOE contracts.
	Cost/Schedule Status Report (C/SSR) will not be used on contracts  < 12 months duration.

	Must use Cost/Schedule Control System Criteria (C/SCSC) with CPR unless waived by MDA.
	Depends on risk, criticality, or dollar value.
	Minimum information required for management control.


The actual amount of effort the MARCORSYSCOM will expend on EVM depends on whether the program is a Marine Corps specific program or a joint program.  For Marine Corps specific programs and joint programs where the USMC is the lead service, MARCORSYSCOM will be responsible for EVM funding and implementation.  For Other Service Led joint programs, the level of EVM is decided upon by the service providing the majority of funding.  A Memorandum of Agreement (MOA) regarding EVM responsibilities is needed for joint programs.

b.  EVM Application to Solicitation.  Once the level of EVM has been determined by the PM, EVM requirements such as a description of the proposed EVMS, preliminary Work Breakdown Structure (WBS), and the required form and frequency of reporting EVM data must be included in the solicitation document.  References (d) and (e) provide specific guidance on EVM requirements for solicitations.  References (f) and (g) contain solicitation provisions to be included when required.

c.  EVM Application to Contracts.  EVM requirements should be tailored so that only the minimum amount of management data is required from contractors.  Typical areas where management information needs and EVMS costs can be balanced include selecting the proper WBS level for management control and reporting, variance analysis requirements, and effective surveillance activities.  References (d) and (e) provide information on tailoring management information to meet the requirements of the PM.

d.  Review of Management Control Systems.  The PM will evaluate the EVMS in the contractor’s proposal.  The PM will then determine the extent of the reviews and the participants.  If the contractor is using a previously accepted EVMS, the PM shall conduct an Integrated Baseline Review (IBR) to verify the adequacy and accuracy of the baseline.  If the contractor is using a newly developed EVMS, a Compliance Evaluation will be conducted.  For non-major contracts, an IBR is required.

It is recommended that EVM reviews are coordinated with a Defense Contract Management Command (DCMC) representative.  For further detail, please see references (d) and (e).

e.  Surveillance.  After the reviews, the DCMC Contract Performance Management (CPM) monitor conducts on-going surveillance of the contractor’s EVMS.  Surveillance is conducted to ensure compliance with contractual requirements and an accurate portrayal of program status.  References (d) and (e) discuss surveillance in detail.

f.  Data Analysis.  Data analysis involves identification of current status and future trends from data contained in the Cost Performance Report (CPR) for EVM Criteria-compliant contracts and the C/SSR for non-major contracts.  Data analysis is a shared responsibility between the contractor and the PM.

Table 8-2 lists the key data elements of performance measurement.  Please refer to references (i) and (j) for an in-depth explanation of measurement terms/formulas.  Performance Analyzer (PA) or Winsight are the preferred tools for EVM data analysis.  PAE can provide assistance in analyzing EVM data and can provide copies of the PA/Winsight software.

Table 8-2.  EVM Data Elements

	Variances
	 
	 

	Cost Variance
	=
	BCWP-ACWP*

	Schedule Variance
	=
	BCWP-BCWS*

	Cost Variance Percentage
	=
	Cost Variance
BCWP

	Schedule Variance Percentage
	=
	Schedule Variance
BCWS

	________________________________________________________________

	Performance Indices

	Cost Performance Index (CPI) (Efficiency)
	CPI
	=
	BCWP
ACWP

	Schedule Performance Index (SPI)
	SPI
	=
	BCWP
BCWS

	Percent Complete 
	
	=
	BCWP (cumulative)

	
	
	
	BAC
	(Budget at
Completion)

	To Complete Performance Indices (TCPI)

	
	TCPI
	(EAC)
	=
	Working Remaining
Cost Remaining
	=
	BAC -- BCWP
EAC -- ACWP

	Estimate at Completion (EAC)

	
	EAC1
	=
	BAC

	
	
	CPI(cum)

	
	EAC2
	=
	ACWP (cum)
	+
	BAC-BCWP (cum)

	
	
	CPI (cum) – (SPI (cum))

	*
	 -- 
	BCWP- Budgeted Cost of Work Performed
ACWP- Actual Cost of Work Performed
BCWS- Budgeted Cost of Work Scheduled

	1 Assumes past performance continues
2 Alternate, factors in schedule


g.  Notification to the Milestone Decision Authority (MDA).  The MDA should be briefed on the cost, schedule, and technical status of a program during the normal course of program reviews.  When significant problems occur, reference (h) requires that the MDA be notified of the nature of the problem, its cost, schedule and technical impacts, and corrective action planned or undertaken to resolve the problem.  Notification procedures on baseline breaches for Acquisition Category (ACAT) I and II programs are provided in reference (b).  Notification of the COMMARCORSYSCOM and Assistant Secretary of Defense, Research, Development, and Acquisition (ASN(RD&A)) should be coordinated through PAE.
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