Lesson 8�Normalizing Data


Introduction


Costs vary from one project to another not only because of the type of project, but because of such factors as location and date. For example, if two remediation projects that are exactly alike take place in the same year, but one is in Minot, ND, and the other is in San Francisco, CA, one would expect the San Francisco project to cost more because the cost of labor alone would be higher. Likewise, assuming the treatment technology for the San Francisco project has remained the same, the cost of that project would likely cost more today than it did 5 years ago.


To ensure that any comparisons of one project to another are as accurate as possible, HCAS has a feature that enables you to normalize the data. Normalization allows you to more accurately compare project costs from different years or areas of the country by adjusting project costs to reflect the same year or location.� HCAS provides you with two tools to aid with cost normalization. The first is an index of relative construction costs by location, based on military Area Cost Factors (ACFs). The second is a national average index of annual construction cost escalation, published by Engineering News Record.


In this lesson, you will learn how to


use the location cost index to normalize costs from one geographic area to another and to normalize data to a given month and year, and


update the normalization factors.�


�
Using the normalization feature


�


To begin a normalization routine, click on the Normalize Cost Data button or choose Tools/Normalize Data On/Off from the menu bar. The following screen will appear.


�


This screen allows you to select the date, both month and year, as well as the location that you want the data to reflect. The locations that you may choose include every state in the United States and selected cities. (Note: You may select either one of the normalization options or both at the same time.)


The normalization routine will take project costs from a particular location and time and escalate (or deescalate) them to the location and time that you choose. The routine will normalize estimated project costs based on the anticipated start date, award costs based on the award date, and actual costs based on the start date. Also, the location of a project is the installation and state. Unless an ACF is available for that particular installation, the normalization routine will use the state cost factor. Otherwise the installation ACF will be used.


�


TEACHERS NOTE: When calculating the location normalized costs, those projects which have installation information entered use the Installations cost factors rather than the state cost factor in calculation the normalized costs. Those projects which do not contain installation information use the state cost factor.


�


Once you have selected the parameters, click Done. All the projects in the Project List box will be normalized. The Normalize Cost Data button will appear red to reflect that the normalization routine is active. Additionally, the status bar will show the date and location used in the normalization.


You can select projects to view in greater detail by double-clicking on the row. The costs for the current projects will now appear normalized to the time and location chosen during the normalization routine. (Note: You cannot add or edit WBS elements or costs when the normalization routine is active. You may only view these elements.)


When you have finished viewing normalized projects, click on the Normalize Cost Data button again to remove the normalization from the projects in the database. As a reminder, the status bar indicates whether you are viewing normalized projects. (Note: If you exit the HCAS program while the normalization routine is active, the program will return to the normalized mode when it is run again.)


Hands-On Exercise—Normalize the Data


In this hands-on exercise, you will see how project costs vary with location. You will first normalize the data to Texas, which has an area cost factor of 0.82, and then normalize the data to Michigan, which has a cost factor of 1.16.


�


Do the exercise on your own. We will review the results with the class.


Click on the Normalize Cost Data button.


Make sure the Normalize for Inflation checkbox is unchecked. (For this example, we will not normalize for inflation so we can see how locations affect the relative costs.)


In the Normalize for Location portion of the dialog box, click on the pull down list box and scroll down until you find Texas. Click on Texas. The normalization screen should look like this:


�


Click Done. HCAS will now normalize all project costs to Texas. Scroll down to a project in Texas and make note of the project costs. Scroll up to a project in Michigan and make note of the project costs.


�


Click on the Normalize Cost Data button to turn the normalization off. How do the project costs change? Did the project costs for Texas change?


Normalize the database to Michigan now. Look at the two projects you looked at previously. How did they change?


Updating the Normalization Factors


Each year, ICEG will update the normalization factors used by HCAS via the HCAS central collection agency and HCAS Web site: http://globe.lmi.org/lmi_hcas/. At present, ICEG utilizes the latest Tri-Services escalation projections to normalize costs into the future on an annual basis. All registered users of HCAS will be notified when the factors are available. Users will be instructed on how to download the new information via the web page.





� HCAS estimates only the differences in cost due to inflation; it will not take into consideration a decrease in project cost that accompanies the use of technologies that get less expensive  over time. 


� The factors are estimates or approximations; they cannot exactly predict, for example, future relative costs. However, the factors do provide users with an excellent frame of reference for comparing costs.





�
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