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The case history illustrates a classic problem complex in the field of cost con-
trol: problems are discovered at too late a date and after something could have 
been changed.

Instead of performing a painstaking, independent evaluation of the remainder
of each project each month –Hans-Jørgen looked intensely at the budget. As 
long as the actual costs in relation to the budget were small, Hans-Jørgen found
no reason to carry out more detailed analyses. It was only when the “manger” 
was empty that he realized the budget would be exceeded, and by then it was 
too late to do anything about it.

The exception was project 3387998, where the departmental manager’s remark
at the August meeting prompted Hans-Jørgen to review matters and actually find
savings. Let us turn back the clock and give Hans-Jørgen another chance:

Figure 4.75 Project overview for August as Hans-Jørgen should have presented it

Hans-Jørgen: We have reviewed the projects in 
detail and our estimates show that projects 
3387913 and 3387977 will overrun by respectively 
DKK 22,000 and DKK 21.670.

Departmental manager: Oh dear – that is com-
pletely unacceptable!

Hans-Jørgen: Yes, but …
Departmental manager: Why have the costs 

increased?
Hans-Jørgen: The overrun on project number 

3387913 is due to Anders, who spends too much 
time on his work. All of the activities he carries out 
cost about 15 % more than budgeted. That is why 
I have had to write up the cost of the activities 
that Anders will be responsible for, but hasn’t 
begun yet, by 15 %, and this produces the overrun. 
Project number 3387977 includes hardware for 

DKK 100,000 according to the budget, but this 
actually cost about 20 % more, which I have taken 
into account.

Departmental manager: You must get hold of 
Anders and tell him the number of hours originally 
budgeted. If it’s a lack of experience that means 
he spends too much time on his work, you must 
help him. If it’s not Anders’ fault, you’ll have to go 
through the project to look for possible savings 
that compensate for Anders’ overrun.

Hans-Jørgen: OK.
Departmental manager: Get the purchasing 

manager to help you with the hardware delivery. 
They must give us a discount or we’ll find some-
body else. And you must also look for savings on 
that project as well.

August

PROJECT- 
NUMBER

SALES 
PRICE COST BUDGET ACTUAL COSTS REMAINING 

COSTS
SALES 
CM

ACTUAL 
CM

3387001 234,576 180,900  98,788  82,112 53,676 53,676

3387913 178,987 150,000 100,000  72,000 28,987  6,987

3387977 345,999 300,000 178,877 142,793 45,999 24,329

3387998 100,000 100,000  24,999  65,001 0 10,000

In this case, we assume that Hans-Jørgen presents 
a status report showing that the projects will

overrun, but before the money has been spent, in 
August.

EXAMPLE
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