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DR IN ØRESTADEN

• Time
• Hotel accommodation (number of days)
• Miles driven
• Plane journeys (return)
• Days away from home (maintenance allowance)
• Mobile phone calls (zones)

There is a host of examples of projects that became much more expensive than 
budgeted – with what are known as incidental costs amounting to considerable 
sums.

 … on average, budgets continue to be exceeded in four out of ten imple-
mentations, and a system will typically end up being about 20 % more 
expensive than planned, but there are also many examples of projects that 
were twice as expensive as planned. This is usually due to an inability to 
control the project’s scope, too few internal resources and also, in many 
cases, inadequate management involvement on the part of the customer.

Herbert Nathan, ERP consultant, on the conclusions from a survey on 

purchasing, implementing, and updating ERP systems at Danish companies

(Børsen 19 August 2004)

THE VENTILATION PLANT
A company had submitted a bid for a ventilation 
plant for an office building. The bid was DKK 
170,000, of which DKK 120,000 was project costs 
– the remaining DKK 50,000 was the company’s ex-
pected profit or contribution margin. The contribu-
tion margin for the project was therefore calculated 
as 50/170*100 % = 29.4 %.

However, costing revealed a different picture. 
Total project costs amounted to DKK 170,000, so 
the contribution margin was nil.

The reason for this disheartening development 
was primarily due to “incidental costs”:

The ventilation plant had to be installed in the 
loft of the office building. But the company had not 
inspected the access to the loft in connection with 

the bid, which proved be via a narrow stairway, so 
the plant had to be dismantled and reassembled in 
the loft, which took several hours. Hours that had 
not been included in the costs estimate.

The company had stated in its bid that “connec-
tion to the existing power supply” was included in 
the price. But the fact was that the power supply in 
the loft was not adequate, so cables had to be led 
from the switchboard cabinet in the basement all 
the way up to the loft – at the company’s expense.

The costing for the project naturally meant that 
the company never again submitted a bid without 
having first analysed access to the installation area 
and the customer’s power supply.

Figure 4.102 Budget overrun in major construction 
projects

It was disclosed in the autumn of 2004 that the 
cost of DR’s new building in Ørestaden would 
be exceeded by DKK 200-300 million out of 
a total budget of about DKK 3 billion. A fairly 
modest overrun of about 10 %.

An article in “Berlingske Tidende” on 27 
September 2004 gave the following “incidental 
costs” as the main reasons for the overrun:
• While building the new concert hall it was 

discovered there was a need for wider and 
deeper foundations and more steel reinforce-
ment in the concrete carcase than originally 
assumed.

• The latest developments in the building in-
dustry had led to higher prices during the pe-
riod when the building was being completed.

• It had proved to be impossible to carry out a 
number of intended savings on the building, 
which had been evaluated in greater detail 
during the summer.

• The costs in connection with completing 
plans for occupying the building had been 
underestimated.

The same article carried percentage budget 
overruns for eight major building projects:

The overrun led to firing of the Director General 
for DR, and after some turbulence where the 
chairman of the board was replaced, a new 
director was hired. 

It turned out that especially the concert 
hall was cause of the prey. The French star 
architect Jean Nouvel had composed a house 
which was very difficult to estimate. Not only 
the economy went above and beyond widths, 
the schedule also had to be extended ca. one 
year, so that the concert hall no longer was 
to be inaugurated in the spring of 2007, but in 
2008. 

Construction was subject to a savings plan 
and as of late June 13, 2006 the management 
felt that things were in control. In the autumn 
of 2006, the announcement came: An extra bill 
of DKK 630 million DKK was on the way - half 
caused by the Concert Hall. 

DR’s CFO resigned while the director in 
one interview after another assured he knew 
nothing. 

He got busy distancing himself from the 
whole case and attracted attention with the 
following opinion:

– If there is a shipowner or others rich peo-
ple who want to buy a concert house,which we 
can rent ourselves in, I want to meet with them.

The renowned Aarhus professor Steen 
Hildebrandt was soon out with a comment in 
the Exchange:

– Either you are a director the whole com-
pany, or you are not at all a Manager.

To make matters worse, Professor Bent 
Flyvbjerg from Aalborg University stated, that 
more budget overrun could be expected.

– In fact, it is so predictable because risks
and reserves are not included in the budget. It is 
deeply irresponsible. The responsibility lies with 
those who have made the original budgets that 
have been too low and undervalued.

EXAMPLE

PROJECT PERCENTAGE BUDGET 
OVERRUN

The Copenhagen Metro 138 %

The Great Belt tunnel 110 %

Sallingsund Bridge 85 %

The onshore construc-
tion of the Oresund link 70 %

The Great Belt Bridge 34 %

The Farø bridges 30 %

The Oresund link, 
coast-to-coast 26 %

The Limfjord tunnel 24 %

>

Project cost management Handover and
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FIGURE 4.102
Budget overrun in major construction projects.
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