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Introduction  
Most studies and research are finding that more than 90% of projects are overrun on 

cost and time. This makes cost overrun as a common challenge in project 

management, and it can have significant negative impacts on project success.  

When a project exceeds its budget, it can lead to delays, reduced quality, stakeholder 

dissatisfaction, and other negative outcomes. Therefore, it is essential to identify the 

root causes of cost overrun and develop strategies to mitigate these risks. In this 

article, we will explore the root causes of cost overrun and provide guidelines for 

building the right system from the initial phase to minimize the risk of cost overrun. 

In this article we will discuss the root cases and how we overcome each one. We will 

also suggest how to build the right system easily form the beginning to control it.  

 

Root Causes of Cost Overrun And How 

To Mitigate It 
 

1. Poor Planning and Estimation 
 

Poor planning and estimation are the most common causes of cost overrun. People 

used to rush to jump to execution with limited planning or short sight planning.  This 

comes for different reasons including the different pressure coming from the different 

stakeholders.  

Knowing inaccurate and incomplete planning can lead to incorrect cost estimates, 

which can result in budget overruns is ignoring a major known risk. To avoid this risk, 

project managers should develop a comprehensive project plan that includes accurate 

cost estimates and a realistic budget. The project plan should also include a risk 

management plan that accounts for potential risks and uncertainties that may impact 

project costs. 

So let’s understand the root cause and how er solve them: 

1.1. Lack of Project Experience 

Inexperienced project managers or teams may not have the necessary skills and 

knowledge to accurately estimate project costs. They may not be familiar with the 

project scope, or may not have enough information to develop a comprehensive 

project plan. 
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1.2. Insufficient Data 

Inaccurate or incomplete data can lead to inaccurate cost estimates. If the data used 

for estimating project costs is incomplete or outdated, it can lead to incorrect 

assumptions and estimates. 

1.3. Over-Optimism 

Over-optimism can lead to underestimating the time and resources required to 

complete a project. Project managers may assume that everything will go according to 

plan, and fail to account for potential risks and uncertainties that could impact the 

project. 

1.4. Lack of Contingency Planning 

Contingency planning is an essential element of project planning and estimation. If 

project managers fail to account for potential risks and uncertainties, they may not 

have sufficient contingency plans in place to mitigate any issues that arise during the 

project. 

1.5. Inadequate Communication 

Effective communication is essential for accurate project planning and estimation. If 

project managers fail to communicate effectively with stakeholders, they may not have 

a complete understanding of the project requirements or constraints. 

1.6. Inaccurate Assumptions 

Inaccurate assumptions about project requirements, costs, or resources can lead to 

incorrect cost estimates. For example, project managers may assume that certain 

resources are available when they are not, or may assume that a specific task will take 

less time than it actually does. 

1.7. Lack of Standardization 

A lack of standardization in project management processes can also contribute to poor 

planning and estimation. If different project managers or teams use different processes 

for estimating project costs, it can lead to inconsistent or inaccurate results. 

2. Mitigating Poor Planning and Estimation 
To mitigate the risk of poor planning and estimation, project managers should: 

2.1. Develop a Comprehensive Project Plan 

Project managers should develop a comprehensive project plan that includes accurate 

cost estimates and a realistic budget. The project plan should also include a risk 

management plan that accounts for potential risks and uncertainties that may impact 

project costs. 
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2.2. Use Historical Data 

Historical data can provide valuable insights into project costs and performance. 

Project managers should use historical data to inform cost estimates and ensure that 

they are based on accurate and relevant information. 

2.3. Involve All Stakeholders 
Project managers should involve all stakeholders in the project planning and 

estimation process. This ensures that everyone is aligned with the project goals and 

understands their roles and responsibilities. 

2.4. Establish Clear Requirements 

Clear project requirements are essential for accurate cost estimation. Project 

managers should work with stakeholders to establish clear project requirements that 

are well-defined and measurable. 

2.5. Review and Update Estimates Regularly 

Project managers should review and update cost estimates regularly throughout the 

project lifecycle. This ensures that the estimates remain accurate and up-to-date, and 

that any changes to the project scope or requirements are accounted for. 

3. Scope Changes 
Changes in project scope are another common cause of cost overrun. If changes are 

made to the project scope, schedule, or requirements, it can lead to additional 

expenses that were not included in the original budget. To mitigate this risk, project 

managers should establish a change control process that includes a review process 

for evaluating the impact of proposed changes on the project budget. Any approved 

changes should be documented and incorporated into the project plan and budget. 

4. Mitigating Scope Change 
Here are some ways to avoid scope creep and scope change: 

4.1. Develop a Comprehensive Project Scope 

Project managers should develop a comprehensive project scope statement that 

includes all project requirements, deliverables, and objectives. The project scope 

statement should be detailed, clear, and measurable, and should include a list of what 

is and what is not included in the project. 

4.2. Establish a Change Control Process 

An effective change control process is essential to managing project scope and 

minimizing the risk of scope creep and scope change. The change control process 

should include a review process for evaluating the impact of proposed changes on the 

project scope, with any approved changes documented and incorporated into the 

project plan and budget. 
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4.3. Involve Stakeholders in Scope Planning 

Stakeholder involvement is essential for effective project scope planning. Project 

managers should involve all stakeholders in the project scope planning process, 

including clients, end-users, and other relevant parties. This ensures that everyone is 

aligned with the project goals and understands the project requirements. 

4.4. Conduct a Comprehensive Risk Assessment 

Conducting a comprehensive risk assessment can help project managers identify 

potential risks that could impact project scope. By identifying potential risks, project 

managers can develop effective risk mitigation strategies that help prevent scope 

creep and scope change. 

4.5. Communicate Effectively 

Effective communication is essential to avoiding scope creep and scope change. 

Project managers should establish effective communication channels with 

stakeholders and ensure that they are regularly updated on project status, changes, 

and risks. 

4.6. Establish Clear Requirements 

Clear project requirements are essential to minimizing the risk of scope creep and 

scope change. Project managers should work with stakeholders to establish clear 

project requirements that are well-defined and measurable. 

4.7. Monitor Project Progress 

Project managers should monitor project progress regularly to ensure that the project 

is on track and that the scope is being followed. This includes monitoring project 

timelines, milestones, and budgets, as well as tracking progress against the project 

scope statement. 

5. Inadequate Resource Management 
Inadequate resource management is another cause of cost overrun. If resources are 

not managed effectively, it can lead to delays, inefficiencies, and increased costs. To 

mitigate this risk, project managers should develop a resource management plan that 

includes a comprehensive view of all project resources, including personnel, materials, 

and equipment. They should also establish clear roles and responsibilities for 

managing resources and monitor resource utilization regularly to identify any 

inefficiencies. 

Here are some ways in which inadequate resource management can happen: 

5.1. Inaccurate Resource Allocation 

Inaccurate resource allocation can occur when project managers fail to allocate 

resources effectively, leading to over- or under-utilization of resources. This can result 

in delays, inefficiencies, and increased costs. 
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5.2. Poor Resource Planning 

Poor resource planning can occur when project managers fail to plan resource 

requirements accurately. This can result in insufficient or excessive resource 

allocation, leading to inefficiencies and increased costs. 

5.3. Inefficient Resource Utilization 

Inefficient resource utilization can occur when resources are not used effectively, 

leading to delays and increased costs. This can happen when resources are not 

managed efficiently or when there is a lack of coordination between team members. 

5.4. Insufficient Resource Availability 

Insufficient resource availability can occur when there is a shortage of resources 

required for the project. This can result in delays and increased costs, as project 

managers may have to allocate additional resources or delay the project. 

6. Mitigating Resource Management 
To avoid inadequate resource management, project managers should take the 

following steps from the early stages of the project: 

6.1. Develop a Comprehensive Resource Management Plan 

Project managers should develop a comprehensive resource management plan that 

includes a comprehensive view of all project resources, including personnel, materials, 

and equipment. The resource management plan should include a resource allocation 

strategy, a resource utilization plan, and a contingency plan for resource shortages or 

overages. 

6.2. Conduct a Resource Assessment 

Project managers should conduct a resource assessment to identify the resources 

required for the project. This should include an evaluation of the skill sets, experience, 

and availability of personnel, as well as an assessment of the materials and equipment 

required for the project. 

6.3. Allocate Resources Effectively 

Project managers should allocate resources effectively, based on the project 

requirements and resource availability. This ensures that resources are utilized 

efficiently and that the project is completed on time and within budget. 

6.4. Monitor Resource Utilization 

Project managers should monitor resource utilization regularly to identify any 

inefficiencies or overages. This includes tracking the utilization of personnel, materials, 

and equipment, and identifying any areas where improvements can be made. 
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6.5. Establish Clear Roles and Responsibilities 

Project managers should establish clear roles and responsibilities for managing 

resources. This includes identifying a resource manager who is responsible for 

managing resources, as well as defining the roles and responsibilities of all team 

members. 

6.6. Use Resource Management Software 

Project managers can use resource management software to manage project 

resources effectively. Resource management software can help project managers to 

allocate resources effectively, track resource utilization, and identify any areas where 

improvements can be made. 

7. Ineffective Risk Management 
Ineffective risk management is a significant cause of cost overrun in projects. It occurs 

when project managers fail to identify, assess, and mitigate project risks effectively, 

leading to unexpected costs and delays.  

Here are some ways in which ineffective risk management can happen: 

7.1. Inadequate Risk Assessment 

Inadequate risk assessment can occur when project managers fail to identify all 

potential project risks. This can result in a lack of contingency planning for potential 

risks, leading to unexpected costs and delays. 

7.2. Poor Risk Mitigation Planning 

Poor risk mitigation planning can occur when project managers fail to develop effective 

strategies for mitigating project risks. This can result in ineffective risk mitigation 

efforts, leading to unexpected costs and delays. 

7.3. Lack of Risk Monitoring 

Lack of risk monitoring can occur when project managers fail to monitor project risks 

regularly. This can result in a lack of awareness of changing risks, leading to 

unexpected costs and delays. 

7.4. Inaccurate Risk Reporting 

Inaccurate risk reporting can occur when project managers fail to report project risks 

accurately. This can result in a lack of understanding of project risks by stakeholders, 

leading to ineffective risk mitigation efforts and unexpected costs and delays. 

8. Mitigating Ineffective Risk Management 

To mitigate the risk of ineffective risk management, project managers should take the 

following steps: 
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8.1. Develop a Comprehensive Risk Management Plan 

Project managers should develop a comprehensive risk management plan that 

includes a risk assessment, risk mitigation strategies, and regular risk monitoring and 

reporting. The risk management plan should be updated regularly to reflect changes in 

project risks and mitigation strategies. 

8.2. Conduct a Thorough Risk Assessment 

Project managers should conduct a thorough risk assessment to identify all potential 

project risks. This should include an evaluation of the likelihood and potential impact of 

each risk, as well as a prioritization of risks based on their potential impact on the 

project. 

8.3. Develop Effective Risk Mitigation Strategies 

Project managers should develop effective risk mitigation strategies based on the 

identified project risks. This includes developing contingency plans for potential risks 

and identifying strategies for mitigating risks that cannot be avoided. 

8.4. Monitor Risks Regularly 

Project managers should monitor project risks regularly to identify any changes or new 

risks. This includes tracking the status of identified risks, monitoring the effectiveness 

of risk mitigation strategies, and reporting any changes or new risks to stakeholders. 

8.5. Communicate Effectively 

Effective communication is essential to effective risk management. Project managers 

should establish effective communication channels with stakeholders and ensure that 

they are regularly updated on project risks, mitigation strategies, and changes. 

8.6. Use Risk Management Software 

Project managers can use risk management software to manage project risks 

effectively. Risk management software can help project managers to identify potential 

risks, develop effective risk mitigation strategies, monitor risks regularly, and 

communicate effectively with stakeholders. 

9. Poor Communication 
Poor communication is another cause of cost overrun. If stakeholders are not kept 

informed about project progress and changes, it can lead to misunderstandings and 

unapproved changes to the project scope or budget.  

Here are some ways in which poor communication can happen: 
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9.1. Inadequate Communication Planning 

Inadequate communication planning can occur when project managers fail to develop 

a comprehensive communication plan. This can result in a lack of communication with 

stakeholders, leading to misunderstandings and delays. 

9.2. Poor Communication Channels 

Poor communication channels can occur when project managers fail to establish 

effective communication channels with stakeholders. This can result in a lack of 

communication or ineffective communication, leading to misunderstandings and 

delays. 

9.3. Insufficient Information Sharing 

Insufficient information sharing can occur when project managers fail to share project 

information with stakeholders effectively. This can result in a lack of understanding of 

project requirements and constraints, leading to misunderstandings and delays. 

9.4. Ineffective Communication Skills 

Ineffective communication skills can occur when project managers lack the necessary 

communication skills to communicate effectively with stakeholders. This can result in 

misunderstandings and ineffective communication, leading to delays and increased 

costs. 

10. Mitigation Of The Risk Of Poor 

Communication 
To mitigate the risk of poor communication, project managers should take the following 

steps: 

10.1. Develop a Comprehensive Communication Plan 

Project managers should develop a comprehensive communication plan that includes 

a list of all project stakeholders, communication channels, communication frequency, 

and information to be shared. The communication plan should be reviewed and 

updated regularly to reflect changes in project requirements. 

10.2. Establish Effective Communication Channels 

Project managers should establish effective communication channels with 

stakeholders. This includes identifying the appropriate communication channels for 

each stakeholder, such as email, phone, or in-person meetings, and ensuring that the 

communication channels are accessible and reliable. 

10.3. Share Information Effectively 

Project managers should share project information with stakeholders effectively. This 

includes ensuring that stakeholders have access to all relevant project information, 
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such as project plans, budgets, and timelines, and providing regular updates on project 

status. 

10.4. Develop Effective Communication Skills 

Project managers should develop effective communication skills to communicate 

effectively with stakeholders. This includes developing listening and speaking skills, 

adapting communication styles to different stakeholders, and using effective 

communication techniques, such as active listening and questioning. 

10.5. Monitor Communication Effectiveness 

Project managers should monitor the effectiveness of project communication regularly. 

This includes tracking communication frequency, ensuring that stakeholders are 

receiving the necessary information, and identifying any areas where communication 

could be improved. 

10.6. Use Communication Technology 

Project managers can use communication technology to communicate effectively with 

stakeholders. This includes using project management software that allows 

stakeholders to access project information and updates, as well as using video 

conferencing and other communication tools to facilitate remote communication. 

11. Vendor Management Issues 
Vendor management issues can cause significant cost overruns in projects. It occurs 

when project managers fail to manage vendor relationships effectively, leading to 

delays, quality issues, and increased costs. Here are some ways in which vendor 

management issues can happen: 

11.1. Poor Vendor Selection 

Poor vendor selection can occur when project managers select vendors based solely 

on price or fail to conduct a comprehensive vendor evaluation. This can result in 

selecting vendors who are not capable of meeting project requirements, leading to 

quality issues and increased costs. 

11.2. Inadequate Vendor Contracting 

Inadequate vendor contracting can occur when project managers fail to negotiate 

effective vendor contracts. This can result in unclear terms and conditions, leading to 

disagreements and disputes that can cause delays and increased costs. 

11.3. Inefficient Vendor Monitoring 

Inefficient vendor monitoring can occur when project managers fail to monitor vendor 

performance regularly. This can result in a lack of awareness of vendor performance 

issues, leading to delays and increased costs. 
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11.4. Poor Vendor Communication 

 

Poor vendor communication can occur when project managers fail to communicate 

effectively with vendors. This can result in misunderstandings, delays, and increased 

costs. 

12. Mitigating the risk of vendor issues 
To mitigate the risk of vendor management issues, project managers should take the 

following steps: 

12.1. Conduct a Comprehensive Vendor Evaluation 

Project managers should conduct a comprehensive vendor evaluation that includes an 

assessment of vendor capabilities, experience, and reputation. This helps ensure that 

vendors are capable of meeting project requirements and can provide high-quality 

products and services. 

12.2. Negotiate Effective Vendor Contracts 

Project managers should negotiate effective vendor contracts that include clear terms 

and conditions, as well as dispute resolution mechanisms. This helps ensure that 

vendors understand project requirements and that any disputes can be resolved 

efficiently. 

12.3. Monitor Vendor Performance Regularly 

Project managers should monitor vendor performance regularly to identify any issues 

that could impact project success. This includes tracking vendor progress against 

project requirements, timelines, and budgets, as well as identifying any quality or 

performance issues. 

12.4. Communicate Effectively with Vendors 

Project managers should communicate effectively with vendors to ensure that they 

understand project requirements and are aware of any changes or issues that may 

impact project success. This includes establishing effective communication channels, 

such as email or phone, and ensuring that all communication is documented. 

12.5. Use Vendor Management Software 

Project managers can use vendor management software to manage vendor 

relationships effectively. Vendor management software can help project managers 

track vendor performance, monitor project progress, and communicate effectively with 

vendors. 
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12.6. Develop a Contingency Plan 

Project managers should develop a contingency plan for managing vendor issues. This 

includes identifying potential risks, such as vendor non-performance or contract 

disputes, and developing a plan for managing these risks. 
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Conclusion 
 

Cost overrun is a common challenge in project management that can have significant 

negative impacts on project success. To minimize the risk of cost overrun, project 

managers should develop a comprehensive system that includes clear project 

objectives, comprehensive project planning, effective change control, resource 

management, risk management, effective communication, and vendor management. 

By effectively managing these elements throughout the project lifecycle, project 

managers can ensure that projects are completed within the approved budget and to 

the desired quality standards. 

 

For more similar eBook please visit our website 

www.zalbasireppm.com . 

 

ZALBASIREPPM, offers a comprehensive range of expert services in Enterprise Project 

Management Office (EPMO) and Enterprise Project Portfolio Management (EPPM). We 

pride ourselves on our ability to implement and manage EPMO for our clients, delivering 

efficient and effective results. Our services include:  

• Portfolios Cost Control and Scheduling: We prioritize analysis of project portfolios 

and perform financial planning, cost control, and analysis to ensure efficient and 

effective management. 

• Project Portfolio Prioritizing Analysis: We evaluate and analyze the portfolio based 

on various factors, such as the project's impact on the organization, strategic goals, 

available resources, and risk. 

• Project Portfolio Policies and Governance Documentation: We create and implement 

comprehensive policies and governance documentation to ensure that your projects 

and programs are aligned with your organization's strategic objectives. 

• Project Portfolio Business Analysis: Our team of experts performs business analysis 

of project portfolios to ensure that each project is aligned with the organization's goals 

and objectives. 

• Independent Advisory, Monitoring and Reporting: We provide independent advisory 

services, monitoring, and reporting to ensure that the portfolio is managed efficiently 

and effectively. 

• Establishment, Client Side Integration and Process Improvement: We help you 

establish a PMO, integrate it with your organization, and improve your project 

management processes. 

• Projects and Programs Portfolio Controls Integrations: We integrate project and 

program portfolio controls to ensure that your organization's objectives are achieved. 

• Develop Customized Dashboard, Automated Reporting and Analytical Tools: We 

develop customized dashboards, automated reporting, and analytical tools to help you 

make informed decisions. 
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• Portfolio Risk and Issue Identification & Management: We identify and manage risks 

and issues that may arise in project portfolios to ensure that projects are completed 

within scope, budget, and time. 

• Planning & Scheduling: We prepare, review, and approve contractor construction 

schedules, perform schedules integrity analysis using critical path method (CPM), and 

optimize schedules. 

• Project Cost Control: We implement project procurement schedules, prepare 

tendering schedules, and perform planning and scheduling to ensure that projects are 

completed within budget. 

• Contract Management, Claims and Arbitration: We provide specialist expert advice, 

forensic analysis, time impact analysis, and extension of time claim preparation to 

manage the resolution of formal disputes. 

• Training: We offer different training packages to help your team acquire the necessary 

skills to manage your projects and programs effectively. 

Our team of experts is available to provide you with the support and guidance you need to 

achieve your organizational goals. Please contact us for inquiries and more information 

please contact us 

Email  info@zalbasireppm.com  

WhatsApp +971545987458  
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