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“Projects rarely fail because
someone watched the
budget too closely. They fail
when no one accepts
responsibility for managing
it.”

Realistic cost estimates
A well-structured budget
The cost baseline

Active oversight of every

change
Early detection of variances

Clear financial

communication

Does the added value justify
the added cost?

Can the project absorb the

change?
What is the variance trend

telling us?

By Steven G. Lauck

When a project exceeds its budget, the first question is
usually, “What happened?” Estimating errors, scope
changes, inflation, and supplier issues may all play a
role. Still, the project manager cannot treat cost
management as someone else’'s responsibility.
Whether the budget is formally assigned to them or
shared across the organization, the project manager
owns the discipline of managing it. In practice, that

means the project manager owns the budget.

Project Cost Management involves much more than
approving invoices or updating a spreadsheet. It starts
with realistic cost estimates, a well-structured budget,
and a cost baseline that becomes the project’s financial
roadmap. Once that foundation is in place, the project
manager’s responsibility shifts to active oversight. Every
decision, change request, delay, and risk can affect

project costs, making continuous attention essential.

Cost management is also a communication discipline.
Sponsors need confidence that funding is being used
wisely. Functional managers need visibility into labor
and resource commitments. Finance teams depend on
accurate forecasts. Contractors need timely decisions
that help avoid unnecessary claims and delays. The
project manager sits at the center of these
conversations, connecting project progress to its

financial impact.

The Budget Has a Name: It's the Project Manager

this issue

Successful project managers do not wait for the monthly
financial report to reveal problems. They monitor actual
costs against planned spending, identify variances
early, evaluate emerging trends, and work with the team
to take corrective action before small issues become
major overruns. Effective cost management is

proactive, not reactive.

The project manager's greatest responsibility may be
maintaining financial discipline while balancing
competing priorities. Teams often want the best
technical solution. Stakeholders may request additional
features. Suppliers may propose enhancements. In
each case, the project manager must ask whether the
added value justifies the added cost and whether the
project can absorb the change without compromising its

objectives.

Projects rarely fail because someone watched the
budget too closely. They fail when no one accepts
responsibility for managing it. Effective project
managers understand that every dollar spent tells a
story, and they work to make that story one of planning,

discipline, transparency, and sound decision-making.



verification
validation
qualification

failure

test coverage
acceptance criteria

complete requirements
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A common lexicon is much
more than a glossary of terms.
It is a shared framework for
thinking about technical
concepts, processes, artifacts,

and expected outcomes. When

engineers, testers, project
managers,  suppliers, and
customers use the same
terminology with the same

meaning, they begin to develop
shared mental models. Those
shared mental models allow
decisions to be made with
confidence because everyone
is operating from the same

conceptual foundation.

Without a common framework,
terms such as verification,
validation, qualification, failure,
test coverage, acceptance

criteria, or even complete

requirements can  mean

different things to different

disciplines. Each participant

believes they understand the

S Teams leave the meeting believing
fi they agree — and learn months later
hy| that each person heard something
[ different.
conversation, while establishes a common

unknowingly building a different

interpretation. The result is
rework, conflicting
expectations, delayed
schedules, and sometimes
products that fail to meet
customer needs.

George Bernard Shaw

famously observed,

"The single biggest problem
in communication is the
illusion that it has taken

place."

In engineering organizations,
that illusion often stems not
from poor speaking or listening,
but from the absence of a
common conceptual

framework.

Developing a common lexicon,
therefore, should not be viewed
as a documentation exercise. It
is an investment in

organizational capability. It

language, a common set of
mental models, and a common
understanding of how work is
performed. When everyone
shares the same framework,
discussions become more
productive, decisions are made
faster, knowledge transfers
more effectively, and testing
produces results that are
consistently understood across

the organization.

Ultimately, successful testing
depends not only on executing
the right tests, but also on
ensuring that everyone

involved shares the same
understanding of what those
tests are intended to prove. A
common lexicon transforms
communication from the
exchange of words into the

exchange of understanding.



Featured Book: Cost Efficie

Cost improvement is far
more than reducing
expenses—it's about

creating greater value.

In today's competitive

environment, organizations
must continuously  improve
products, processes, and
operations while balancing
customer value, quality, and
profitability. Cost Efficiency
Unleashed: Exploring
Advanced Strategies for
Product and Process
Improvement  presents  a
practical framework for

identifying and implementing

cost improvements throughout

the entire product lifecycle.

Rather than focusing solely on
procurement or supplier
negotiations, the book explores
a broad range of proven

approaches, including:

* Design to Value (DtV)

* Value Engineering and Value
Analysis

* Lean, 5S, and Total Quality
Management (TQM)

nleashed

* Platform and Configuration

Management

e Product Teardowns and

Benchmarking

* Design for Manufacturing and
Assembly (DFMA)

* Value Stream Mapping

* Product Lifecycle Cost
Optimization

* Modular Design and

Sustainability

Why Early Decisions Carry the Savings

The book also discusses balancing short-,

medium-, and long-term cost improvement

initiatives while emphasizing that the greatest

savings are often achieved early in product

development—before unnecessary costs

become embedded in the product or

manufacturing process.

Who It Is For

Whether you are an
engineer, project
manager, manufacturing
leader, procurement
professional, or executive,
Cost Efficiency Unleashed
provides practical
techniques to improve
profitability, increase
competitiveness, and build
a culture of continuous

improvement.

Available from Value
Transformation LLC.
Discover how thoughtful
engineering and disciplined
business practices can
transform cost reduction
into a sustainable

competitive advantage.
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Professional Development
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teams building cost improvement capability.
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