
INTRODUCTION  

Escalation and variation tables are used in conjunction with rate files. When properly applied, 
escalation and variation effects are automatically, precisely and reliably taken into account by ECOS, 
irrespective of the duration and the number of the work packages. 

Variation tables provide the extreme advantage not to have to artificially and manually chop 
activities per year in order to be able to apply the correct yearly rates. When variation applies the 
resources apportionment per year is automatically and instantly calculated.  

The financial provision for escalation will be calculated according to start/end dates and profile of 
expenses of each activity so will be exactly based on your profile of expenses. Any changes in the 
schedule of some activities or of the whole project will automatically and instantly be taken into 
account to produce guaranteed error-free recalculations. 

Furthermore, if your project or part of your project schedule shifts by a certain duration, all yearly 
apportionment and financial provisions for escalation will be recalculated in a matter of no time 
(typically few seconds). By comparison, handling manually yearly re-apportionment of resources 
when schedule shifts could count in hours of tedious work much more exposed to calculation errors.   

Let us see how it works: 

ESCALATION  

Escalation tables allows to calculate provisions for escalation. Financial provisions for escalation are 
aggregated and displayed for instance on line 11 of the PSS-A2. All bidders producing Firm Fixed 
Price (Price type 1 in ECOS) or Firm Ceiling Price to be converted to Firm Fixed Price (Price type 8 in 
ECOS) shall enter the escalation tables that allows to include such provisions into their price. 

Escalation tables are used in relation with rates expressed at given economic condition date of a 
specific project.  

These given project economic conditions  may not match with the reference economic conditions of 
the latest Promulgation Letter1.  In this case, the rate values are first adjusted using the revision 
formula included into the Promulgation Letter. 

Escalation values are recorded per year. ECOS will start calculating escalation provision for resources 
assigned starting the following calendar year to the start of the project. 

Here is an example of rates calculation and escalation table definition 

                                                           
1 The Promulgation Letter is a document issued by the ESA Industrial Auditors for a defined validity period that contains the 
rates and overheads as agreed with a given ESA bidder.  
 



Adjustment of rates from reference economic conditions of the Promulgation Letter to the economic 
conditions of the project 

The following price revision formula is used in this example for all categories but the reality can be 
more complex depending on cost categories in which case several tables may be necessary for 
various categories: 

 

 

 

Assuming reference economic conditions of the Promulgation Letter at mid 2011 and the Project 
economic conditions at mid 2013. 

 

When indices are published monthly, you consider average yearly values. 

The reference rates are revised with a factor calculated as follows: 

0.67*116.45/111.93+0.33*131.57/127.71= 1.0370304 

For instance we consider a rate for Engineer Category 1 at 100 EUR/h at e.c. mid 2011 as stated in 
the Promulgation Letter shall be entered into the ECOS rate file for the Project with e.c. mid 2013 
with a value of 103.70 EUR/h. 

Assuming that we are at end of  2013, we do not have yet the published indices for 2014 and the 
following years but some assumptions have to be made on the evolution of these indices in order to 
be able to calculate the financial provision for the  escalation to be included into the firm fixed 
prices. 

In this example, we take the assumption that the S indices will increase 1.75% average every year 
while the M indices are due to increase by 1.2% average per year and that the price escalation 
formula included in the financial proposal is: 
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We find the following anticipated values for the indices assuming the project lasts until 2021: 

 

 

Yearly percentage is calculated as follows: 

 

The corresponding escalation table to be entered into ECOS will look like this: 

 

 

VARIATION 

Variation tables are used on a more exceptional basis for companies experiencing variation into their 
costs structure that requires to consider different rate values from one year to another irrespective 
of the inflation effects covered otherwise by the escalation tables mentioned here above. 

This can be for instance the case for a start-up that builds up rapidly, starting with only few direct 
staff and then creating executive positions whose indirect costs are covered by G&A overheads. 



Another example might be a mature company implementing a cost efficiency improvement plan 
over a certain number of years resulting in rates and/or overheads incremental reductions. 

It is important to understand that inflation and variation of the company’s structure are two 
independent aspects of the price calculation with cost impacts allocated to different parts of the 
PSS-A forms. 

Also escalation concerns only firm fixed prices (ECOS categories 1 and 8), while variations may affect 
rates and overheads for all prices types.   

When such cost structure changes occur, the Promulgation Letter should publish the various rates 
table for each of the year of the validity period expressed at reference economic conditions. If the 
various tables are not at reference economic conditions then the application of the revision formula 
of the promulgation letter can be used to deflate the various yearly tables back to reference 
economic conditions before calculating the corresponding yearly variation values. 

It is very likely that only few cost categories and/or overheads shall be concerned by yearly variation 
but a specific table for each of these categories might be necessary to properly account for these 
variations.  

The Promulgation Letter will normally not provide percentages of variation but instead tables for 
each year of the validity period. Such percentages will have to be calculated from the various yearly  
tables to be able to enter them into ECOS variation tables. Here is how to proceed: 

We assume that the yearly tables are already expressed in reference economic conditions. 

ECOS will treat differently percentages for variations applied to rates and others applied to 
overheads percentages. 

For variation on rates, ECOS consider percentages of variations calculated as follows: 

 

While for percentages of variations applied to Overheads percentages the calculation will be as 
follows: 

 

Let’s consider a numerical example: 

All rates are expressed at reference economic conditions 2011. 



 

Here are the corresponding entries into ECOS variation tables 

 

 

 



EXAMPLE OF PSS-A2 BASED ON RATES INCLUDING BOTH VARIATION AND ESCALATION 

In this example, in order to facilitate the understanding and the verification of the calculations, we 
consider a project containing a single WP using rates, overheads, escalation and variations expressed 
with round figures and defined as follows: 

Project @ e.c. mid 2013 
Activity start date: July 2013 
Activity end date: December 2016 
This corresponding to a duration of 42 months 

4200 hours of Engineer Cat 2 . 
Flat spending profile (Distribution type A in ECOS language) i.e. 100 hours/month.  
Hourly rate : 100 EUR/h @ e.c. mid 2013 
Price is FFP  (Firm Fixed Price). 

The following  variation applies on rate Eng Cat 2 
2012 -2% 
2013 -1% 
 

The following variation applies on G&A Overheads 
2012 -2% 
2013 -1% 
 

The following escalation table applies 
1% increase per year for each year from 2014 till 2016 
 

Here are the corresponding extracts of the PSS-A2. Please note that the Rate year 2015 apply to 
both 2015 and 2016 years because there is no more variation on rates after 2015.  

 

 

 

 

We are now going to shift the schedule by 6 months. 



 

 Time shifting of the whole project or branches of WPs is something that can easily be performed in 
ECOS via a single command: 

 

The activity will now start in  January 2014 and will end in June 2017. You may check into the 
following tables that the rate for 2013 is not used anymore and therefore not showing while the rate 
2015 is now applied to 3000 hours (1200 for 2015, 1200 for 2016 and 600 for2017). 

Consequently, only the G&A rates G&A 2014 and G&A 2015 are used to the newly defined basis. 

The financial provision for escalation has been updated according to the new schedule and the re-
apportionment of the hours to the yearly rates and G&A.  

Profit has been recalculated taking into account all the above.  

It is noticeable in this example to see that the direct costs have decreased because 2015 rate at 
97.02 EUR/h is more used while 2013 rate at 100 EUR/h is not used anymore. In the meantime the 
Financial provision for escalation is increasing due to the schedule shifting.    

 

 

 

 

As a conclusion, in a matter of few seconds, thanks to ECOS powerful engine, you get the guaranteed 
error-free recalculated results taking into account all escalation and variation impacts, whether you 
are dealing with one WP or hundreds of WPs. 

 


