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JOB PROGRESS
CONTROL: WHERE THE
PROFITS ARE
Keeping tabs on projects can be formal or informal—but the
principles are the same

By Edward Kangas

T he control of construction proj-
ects in progress has never been
easy. Yet, this control is fun-

damental to effective contracting.
The small owner-contractor per-

sonally oversees every aspect of each
job. He bids every job, pays all bills,
supervises construction, bills the cus-
tomer and summarizes the job status
periodically.

He knows when he bids a job poor-
ly, when labor is too high, when cash
is not coming in, and generally where
he stands at all times.

For the larger contractor, the process
is the same except that systems must
replace the on-site personal knowledge
of the owner-contractor.

The development of an effective job
cost control system for managing
projects in progress is a vital transition
in the evolution of the growing contrac-
tor. Such a system typically includes five
primary components:

The following feature article ap-
peared in the April 1975 issue of Con-
struction Dimensions and is reprinted
as another in a series of historical
articles presented by the Foundation of
the Wall and Ceiling Industry.

• a formalized estimating procedure
based upon current standard unit costs

• an effective bidding procedure
which contains proper front end
loading to maximize cash flow

• a simultaneous accounting and
project progress data capture procedure

• a standardized approach to record
work completed in a particular time
period and estimate remaining labor
and materials needed to finish the job

• a method to summarize and
stratify data to cut down on paper
work.

How are each of these subsystems
important in the control of construc-
tion projects? More importantly, how
can they be integrated into one effec-
tive system for job cost control?

Estimating
A detailed plan for labor, material

and overhead costs is fundamental to
the control of any project. In order to
effectively estimate and profitably bid
on a project, it is necessary to standar-
dize the estimating procedure.

Elements of the procedure would in-
clude standard forms and unit costs for
material and labor. This standardized
approach should result in a profitable

bid as well as providing useful bench-
marks for measuring project costs as
the job progresses. While the function
of estimating is primarily to submit the
best bid, it is also useful, at this early
stage, to set prerequisites for effective
job progress control.

Bidding
Once the cost estimates for a proj-

ect have been completed, the actual bid
is prepared. It is typical for a contrac-
tor to carefully front end load the early
phases of the project to minimize cash
flow during the billing process.

However, as in the estimating pro-
cess, a problem in planning can occur.
If the process of front end loading and
developing the final bid is not stan-
dardized, accounts receivable and bil-
ling controls will typically not be
established.

In the absence of such standardiza-
tion, there is little hope of controlling
the cash flow over the life of the
project.

Simultaneous
Data Capture

To maximize job cost control and
efficiency, information should be cap-

20 April 1988/Construction Dimensions



tured simultaneously for both the
general accounting system and the job
cost system from the same source
documents. To accomplish this
simultaneous data capture, forms must
be developed which will enable infor-
mation to be inputted and controlled
once, while feeding all systems from a
common data base.

Fundamental to accomplishing this
process is the creation of a chart of ac-
counts. This charge of accounts can be
utilized both in the job cost system
subsidiary ledgers as well as at a sum-
marized level for general financial
statement reporting purposes.

A creatively designed chart of ac-
counts should also facilitate the
generation of financial information by
profit center and geographic division,
and even the preparation of customer
profitability summaries, if desired.

Estimates to Complete
One of the most common failures of

a job cost system is that it only com-
piles costs to date and stops at that
point. Management must be able to
control projects and know the status
of profitability and cash flow.

To accomplish this, a standard field-
prepared document that records units
of work completed and estimates re-
maining man-hours and material re-
quirements should be prepared. By us-
ing such a procedure, management is
aware of the percentage of completion
of the job, regardless of whether or not
they are on the percentage completion
method for accounting.

This procedure will also allow
management to know whether billings
are in excess of costs, and what the
estimated profit and cash flow will be
at project completion.

Effective Summarization
One of the unfortunate results of

many potentially good job cost control
systems is the failure to summarize
data for various levels of management.
While the individual job supervisor
may need the job broken into two or
three hundred components, it will only
be necessary for middle management
to see the job summarized into four
components, and for top management
to see one line per job.

By stratifying reports in this man-
ner, top management can note excep-

tions and delve deeper into individual
projects as necessary to determine
where problems exist and take correc-
tive action.

This completes the management in-
formation cycle necessary to effectively
control job costs and ultimately the
entire construction activities of the
company.

Integrating Systems By effectively updating unit costs
with actual operating data at ap-

The integration of the estimating, propriate times, by measuring the ac-
bidding, project reporting, accounts tual results of projects against original
receivable and accounting subsystemsestimates and by comparing cash
into a complete management control receipts with original cash flow projec-
system is the element which ties the en- tions, management is in a better posi-
tire process together. tion to bid and control construction
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costs and progress in the future.
The integration of the data and the

generation of reports from a common
data base results in a highly reliable
and controlled system while at the
same time simplifying the input pro-
cedures and related efficiencies from
field operating personnel.

Conclusion
When a contractor has evolved to

the size where the top executive can no

longer personally oversee every con-
struction project, the importance of
job cost controls is evident.

As the size of a contracting firm in-
creases, the complexity of the control
problem is magnified, and the need for
an effective system to monitor the con-
struction process becomes critical.

Job cost control must begin with the
estimating process and follow through
completion of projects with ultimate
comparisons against original plans.
The integration of accounting sub-
systems so that they automatically
generate job cost reports results in ef-
ficiencies and controls which are man-
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datory if reports are to be relied upon
and prepared on a timely basis.

In summary, the most effective job
cost systems are ones which are in-
tegrated with other operational and in-
formation systems. Through the use of
this concept the construction process
can be effectively planned and man-
aged to aid in the achievement of
profit and cash flow objectives.

Note: Since this article was pub-
lished in 1975, Mr Kangas has become
Managing Partner of Touche Ross
Company, located in New York.


