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6.4: Contingency Planning
The project risk plan balances the investment of the mitigation against the benefit of the project. The project team often develops an
alternative method for accomplishing a project goal when a risk event has been identified that may frustrate the accomplishment of
that goal. These plans are called contingency plans. The risk of a truck driver’s strike may be mitigated with a contingency plan
that uses a train to transport the needed equipment for the project. If a critical piece of equipment is late, the impact on the schedule
can be mitigated by making changes to the schedule to accommodate a late equipment delivery.

Contingency funds are funds set aside by the project team to address unforeseen events that cause the project costs to increase.
Projects with a high-risk profile will typically have a large contingency budget. Although the amount of contingency allocated in
the project budget is a function of the risks identified in the risk analysis process, contingency is typically managed as one line item
in the project budget.

Some project managers allocate the contingency budget to the items in the budget that have high risk rather than developing one
line item in the budget for contingencies. This approach allows the project team to track the use of contingency against the risk
plan. This approach also allocates the responsibility to manage the risk budget to the managers responsible for those line items. The
availability of contingency funds in the line item budget may also increase the use of contingency funds to solve problems rather
than finding alternative, less costly solutions. Most project managers, especially on more complex projects, manage contingency
funds at the project level, with the approval of the project manager required before contingency funds can be used.
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