
Continued Management Attention Needed to
Mitigate Key Risks Jeopardizing Cost
Cost overruns are a major problem in the project management industry.
According to a study by the Standish Group, over 50% of projects
experience cost overruns. This can have a significant impact on the
project's success, as well as the organization's bottom line.
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There are a number of factors that can contribute to cost overruns,
including:

Unrealistic cost estimates

Poor planning and execution

Changes to the project scope

Unexpected events
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While it is not always possible to avoid cost overruns, there are a number
of things that organizations can do to mitigate the risk of cost overruns,
including:

Developing realistic cost estimates

Creating a detailed project plan and budget

Regularly monitoring project progress and costs

Implementing a risk management plan

Having a contingency plan in place

In this article, we will discuss the importance of continued management
attention to mitigate key cost risks and ensure project success. We will also
provide specific guidance on how to identify and assess cost risks and
develop and implement mitigation strategies.

The Importance of Continued Management Attention

Management attention is critical to the success of any project. This is
especially true when it comes to cost management. Projects that receive
regular management attention are more likely to be completed on time and
within budget.

There are a number of reasons why continued management attention is so
important to cost management. First, management attention helps to
ensure that the project team is focused on the right things. When
management is engaged, they can provide guidance and direction to the
team, and they can help to ensure that the team is working towards the
same goals.



Second, management attention helps to identify and mitigate risks. By
regularly reviewing project progress and costs, management can identify
potential problems early on and take steps to mitigate them.

Third, management attention helps to build trust and confidence between
the project team and the stakeholders. When stakeholders see that
management is engaged and interested in the project, they are more likely
to support the project and provide the resources that it needs.

How to Identify and Assess Cost Risks

The first step to mitigating cost risks is to identify and assess them. This
can be done through a variety of methods, including:

Historical data: Review past projects to identify cost risks that have
occurred in the past. This information can be used to develop a risk
register for the current project.

Expert opinion: Consult with experts in the field to identify potential
cost risks. This can be done through interviews, workshops, or
surveys.

Scenario analysis: Develop different scenarios that could impact the
project's costs. This can help to identify potential risks and their
potential impact on the project.

Once the cost risks have been identified, they need to be assessed in
terms of their probability of occurrence and their potential impact on the
project.



The probability of occurrence is the likelihood that the risk will actually
occur. This can be assessed using a variety of factors, such as:

The frequency of the risk in past projects

The severity of the risk

The likelihood of the risk being mitigated

The potential impact of the risk is the amount of damage that the risk could
cause to the project. This can be assessed using a variety of factors, such
as:

The size of the project

The complexity of the project

The importance of the project

How to Develop and Implement Mitigation Strategies

Once the cost risks have been identified and assessed, the next step is to
develop and implement mitigation strategies. This can be done through a
variety of methods, including:

Avoidance: Avoid the risk altogether by changing the project plan or
scope.

Mitigation: Reduce the likelihood of the risk occurring or the impact of
the risk if it does occur.

Transfer: Transfer the risk to another party, such as an insurance
company or a subcontractor.



Acceptance: Accept the risk and take no action.

The best mitigation strategy will depend on the specific risk. However, it is
important to remember that all risks cannot be completely eliminated. The
goal of risk management is to reduce the likelihood and impact of risks to
an acceptable level.

Cost overruns are a major problem in the project management industry.
However, by identifying and assessing cost risks and developing and
implementing mitigation strategies, organizations can reduce the likelihood
and impact of cost overruns and ensure project success.

Continued management attention is critical to the success of any project.
By providing regular oversight and guidance, management can help to
ensure that the project team is focused on the right things and that risks are
being identified and mitigated.
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