
FINAL PROJECT BUDGETING

For cost control on a project, the construction plan and the associated Converting a final cost estimate into a project
budget.

The base cost estimate is made up of known costs such as: resourcing e. What your budget should cover
Decide how many budgets you really need. Contingency is money set aside for responding to identified risks.
There are many factors affecting every business' performance, so it is vital to focus on a handful of these and
monitor them carefully. Sunk costs are actual and committed expenditure that cannot be recovered, plus any
additional costs that would be incurred by cancelling contracts. The importance of budgeting in project
management , lies in the ability to prevent unnecessary costs and to allocate the correct amount of the budget
to each corresponding need. This profile of expenditure is used in project financing and funding. Make time
for budgeting If you invest some time in creating a comprehensive and realistic budget, it will be easier to
manage and ultimately more effective. The value of work performed at any point can then be compared to the
actual cost of performing it and the value of work planned to have been performed at that point. In the case of
project budgets, a miscalculation, poor judgment or a lack of proper oversight might result in the collapse of
the whole endeavor. Your business plan should help in establishing projected sales, cost of sales, fixed costs
and overheads, so it would be worthwhile preparing this first. But, what actually happens when a project
manager does not properly estimate the cost of a project? When you've made a budget, you should stick to it
as far as possible, but review and revise it as needed. This will help you to predict future costs with better
reliability. We cannot guarantee that the information applies to the individual circumstances of your business.
You can see if you are likely to have cash flow problems, giving yourself time to do something about them.
They may be direct, indirect, fixed or variable: direct costs are exclusive to the project, programme or
portfolio; they include resources directly involved in delivering and managing the work; indirect costs include
overheads and other charges that may be shared out across multiple activities or different departments; fixed
costs remain the same regardless of how much output is achieved, such as the purchase of an item of plant or
machinery; variable costs, such as salaries, fluctuate depending on how much resource is used. Once you've
got figures for income and expenditure, you can work out how much money you're making. The type of work
in a project is usually in a narrow range. If the budget changes after it has been approved, the overall project
cost plan is also adjusted. Print Need help? A programme support function will need to establish clear cost
accounting procedures that are adhered to by all projects and benefits realisation work. You can look at costs
and work out ways to reduce them. Team Clarizen on Saturday, May 19, The core responsibility of a project
manager is the successful execution of a project, within the estimated budget, time and quality standards.
Project Development and Changes The overall project cost plan is affected if the project budget is adjusted
during the development and execution of the project. The difference in costs will show where the planning had
flaws, which is beneficial for future projects. Project After the initial comparative or parametric estimates, the
detailed cost of a project will be estimated bottom-up using the work breakdown structure WBS.


