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Abstract - Construction cost management is a critical
factor in ensuring the financial success of projects. Cost
overruns and inefficiencies can significantly impact
profitability, project delivery timelines, and overall industry
sustainability. This review explores various cost control
practices and techniques employed in the construction
industry. The review examines cost management
methodologies such as activity-based costing, cost variance
analysis, rework management, budgeting, and value
engineering. By synthesizing insights from multiple studies,
this paper presents a framework for effective cost
management in construction projects, highlighting key
strategies to minimize cost overruns and improve budget
adherence. Additionally, it discusses the integration of
proactive and corrective measures to mitigate financial risks
and optimize project performance.
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1. INTRODUCTION

The construction industry is a cornerstone of global
economic development, driving infrastructure growth and
urbanization. However, it remains plagued by financial
challenges, with cost overruns being one of the most critical
concerns. Numerous studies have highlighted that a
significant proportion of construction projects worldwide
experience cost overruns, sometimes exceeding 30% to
40% of the initial budget. In extreme cases, overruns have
been reported to reach up to 86%, posing severe financial
risks to investors, contractors, and stakeholders. These
budget deviations not only threaten project viability but
also undermine profitability, leading to financial strain and
potential project failures.

Cost overruns in construction projects arise from multiple
interrelated factors. Inefficient project management,
inadequate planning, resource misallocation, inflationary
pressures, and regulatory changes all contribute to the
escalation of costs beyond the projected estimates.
Additionally, poor cost control mechanisms and the
absence of robust financial tracking systems exacerbate the
problem. Without effective monitoring and intervention
strategies, construction projects may struggle to maintain
financial stability, ultimately affecting their long-term
success.

Over the years, various cost management strategies have
been introduced to mitigate financial risks in construction.
Traditional budgeting methods, cost estimation techniques,
and financial forecasting models have been employed to
manage expenditures. However, with advancements in
technology and data analytics, modern cost control
methodologies, such as activity-based costing and big data
analytics, have gained prominence. Activity-based costing,
for example, helps identify specific cost drivers within a
project, enabling better allocation of resources and
reducing unnecessary expenditures. Similarly, big data
analytics offers predictive insights, allowing project
managers to anticipate potential cost overruns and
implement  proactive solutions. Despite  these
advancements, the effectiveness of cost control measures
varies depending on project scale, complexity, and
implementation practices.

This review article critically examines the phenomenon of
cost overruns in the construction industry and evaluates
the efficacy of different cost management approaches. By
analyzing existing literature, industry case studies, and
emerging technological trends, this article aims to provide a
comprehensive understanding of cost control practices and
their role in enhancing project success. The discussion will
highlight the advantages and limitations of various cost
management strategies, offering insights into best practices
that can be adopted to optimize financial performance and
ensure the timely and cost-effective completion of
construction projects. Through this analysis, the article
seeks to contribute to the ongoing discourse on improving
cost efficiency in the construction sector and addressing the
persistent challenge of budget overruns.

2. LITERATURE REVIEW
P. Suganya, S. Alan & Jostin.P Jose

The research by P. Suganya, S. Alan, Jostin.P Jose.
explores cost-effective construction techniques,
particularly in the context of affordable housing solutions.
The authors emphasize that reducing construction costs
without compromising quality is a pressing issue,
especially for low-income and middle-income groups. The
research compares traditional construction methods with
innovative cost-effective approaches, such as the use of
alternative materials like quarry dust, interlock bricks, and
aerocon blocks. These materials not only help in reducing
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costs but also contribute to sustainable construction
practices. The review highlights that the implementation of
such materials and techniques significantly impacts the
affordability of housing projects. By analyzing case studies,
the authors demonstrate the potential savings and
efficiency improvements achieved through adopting these
cost-saving methodologies.

Montasser Elserougy, Laila M. Khodeir & Fatema
Fathy.

Montasser Elserougy, Laila M. Khodeir & Fatema Fathy
provide an in-depth critical review of construction cost
control techniques, examining various methodologies
employed to manage project budgets and financial
efficiency. The review identifies key cost control practices
such as budget monitoring, interim valuation, unit costing,
and cost variance analysis. These techniques help in
maintaining financial discipline throughout the project
lifecycle. Furthermore, the authors discuss the integration
of proactive and corrective approaches to mitigate cost
overruns and optimize project expenditure. The review
also presents a framework for selecting appropriate cost

control strategies based on the stage of project
development. By systematically analyzing previous
literature, the authors provide a comprehensive

understanding of cost control mechanisms and their
effectiveness in the construction industry.

Fazal Ali Shaikh a, Nasurullah Odhano & Suaathi
Kaliannan.

Fazal Ali Shaikh a, Nasurullah Odhano , Suaathi
Kaliannan investigate the various factors affecting cost
performance in the construction industry, particularly in
developing countries. The review identifies administrative
inefficiencies, weak political engagement, poor site
management, and fraudulent activities as major
contributors to cost overruns. The authors argue that a lack
of technological advancements and inadequate planning
exacerbate financial losses in construction projects. Their
research is based on data collected from industry
professionals, including contractors, consultants, and
project managers, to understand the root causes of cost
mismanagement. The review recommends adopting
advanced cost management technologies, enhancing
governance structures, and fostering collaboration among
stakeholders to improve overall project efficiency. This
paper provides valuable insights into the socio-economic
and managerial challenges affecting construction cost
control.

Mohammad Miri & Mahsa Khaksefidi

Mohammad Miri Mahsa Khaksefidi examines the impact
of rework on construction cost management, focusing on
how mismanagement leads to significant financial losses.
The review identifies rework as a primary factor
contributing to budget overruns, often caused by design

errors, subcontractor inefficiencies, and miscommunication
among project teams. The authors emphasize the necessity
of implementing systematic cost recording and analysis
methods to track and manage rework incidents effectively.
The review also highlights the importance of robust quality
control measures in reducing the need for rework and
ensuring timely project completion. By analyzing multiple
case studies, the authors demonstrate how improved
project management practices can help mitigate the
negative financial impact of rework on construction
projects.

Mohammad Miri & Mahsa Khaksefidi

Jiangiang Tang, Maoping Zhang, Hua Tang, Yuan Chen
explores the application of activity-based costing (ABC) in
construction projects, arguing that it provides a more
precise method for cost estimation and resource allocation.
Unlike traditional cost accounting, which often relies on
generalized estimations, ABC assigns costs based on actual
construction activities, leading to more accurate budgeting
and expenditure tracking. The review details the
implementation steps of ABC in project management,
including identifying cost drivers, establishing activity-
based cost databases, and analyzing cost deviations. The
authors advocate for the integration of ABC with modern
project management tools to enhance financial efficiency.
Their findings suggest that ABC can significantly improve
the competitiveness of construction firms by minimizing
financial risks and optimizing resource utilization.

Youlin Li.

Li’'s study examines the challenges and optimization
strategies of construction cost management in China. The
research highlights issues such as insufficient market
competition awareness, inadequate quality control, and
unscientific cost management practices. The review points
out that many Chinese construction firms still rely on
outdated cost estimation methods, leading to
unpredictability in project budgets. Li suggests strategies
for improving cost management, including strengthening
cost control, leveraging quality management, reducing risk
costs, and enhancing employees' cost-awareness and
responsibility. The paper emphasizes the need for
construction firms to modernize their management
approaches in response to China’s growing international
market competition.

Amanuel Girma Yismalet & Dixit Patel

The study emphasizes the significance of accurate cost
estimation, efficient resource allocation, and the adoption
of advanced management techniques to improve
profitability. While the literature review is comprehensive
and well-structured, incorporating real-world case studies
and empirical data could strengthen its arguments. The
discussion on technological integration, such as Building
Information Modeling (BIM) and automated cost control
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systems, is particularly relevant for modern construction
practices. Overall, the article is a valuable resource for
construction professionals, researchers, and policymakers

3. Comaparative Analysis

seeking to enhance cost efficiency and project success. It
offers practical recommendations but could benefit from a
more detailed exploration of real-life industry applications.

Author(s) Research Focus Key Concept Challenges Faced Key Takeaway

G.F. Jergeas & | Strategies to avoid | Proactive claim | Misunderstandings Emphasizes the importance of

F.T. Hartman construction claims. avoidance leading to disputes. clear communication and

mechanisms. thorough  documentation to
prevent claims.

S. Laryea Evaluation of the clarity | Impact of tender | Ambiguities leading | Highlights the need for clear and
and adequacy of tender | document quality on | to inaccurate | consistent tender documents to
documents in the UK project outcomes. estimates and | improve project outcomes.

disputes.

Y. Chen, W. | Analysis of FIDIC model | Functional Complexity in | Provides insights into the

Wang, S. Zhang, | contracts to understand | distribution balancing various | functional composition of FIDIC

&]J.You their multiple functions (control, contract functions contracts, aiding in Dbetter

coordination, contract design.
adaptation) in
contract design

T. Zhou, X. Gao, | Development of a | Structured tender | Difficulty in | Proposes a method to improve

& G. Wei method for constructing | document templates | summarizing and | the efficiency and effectiveness
tender documents using | and content | reusing historical | of tender document compilation
case-based reasoning recommendation tender documents using case-based reasoning.

M. Gunduz & V. | Examination of | Identification and | Potential risks to | Highlights the need for

Karacan abnormally low tenders | implications of | project quality and | mechanisms to identify and
in public construction | abnormally low | contractor address abnormally low tenders
works tenders sustainability to protect project integrity.

M. Liu & Y.Y. | Modeling contractors' | Factors influencing | Balancing Provides a model to assist

Ling markup estimation markup decisions in | competitiveness with | contractors in making informed

tendering profitability markup decisions during
tendering.

J.K. Larsen, G.Q. | Factors affecting | Identification of key | Managing delays, cost | Offers insights into the critical

Shen, S.M. | schedule delay, cost | factors influencing | overruns, and quality | factors affecting project

Lindhard, & T.D. | overrun, and quality | project performance | issues performance, aiding in better

Brunoe level in public project management.
construction projects

Author(s) Research Focus Key Concept Challenges Faced Key Takeaway

P.T.I. Lam, M.M. | Legal perspectives on | Common issues in | Legal disputes arising | Provides a legal perspective on

Kumaraswamy, construction construction from specification | construction specification issues,

& T.S.T.Ng specification problems specifications and | problems aiding in  better contract

their legal drafting.
implications

M. Soibelman & | Text mining approaches | Application of text | Processing large | Demonstrates the potential of

K. Kim for analyzing | mining to extract | volumes of | text mining techniques to
construction documents | valuable unstructured data improve the analysis and

information  from management of construction
construction documents.
documents

H. Oka, A. | Machine extraction of | Automated Handling diverse | Illustrates methods for

Yoshizawa, H. | polymer data from tables | extraction of specific | table structures and | automating data extraction from

Shindo, Y. | using XML versions of | data from | ensuring accurate | structured documents, which

Matsumoto, & M. | scientific articles structured data extraction can be applied to tender

Ishii documents documents to improve

information retrieval.
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Russ J. Martinelli | Project management and | Effective  contract | Ensuring compliance | Proper contract management
contracts management and risk mitigation boosts project success
strategies
Dragan Z. | Tendering processes in | Role of tender | Lack of transparency | Structured evaluation enhances
Milosavljevic engineering evaluation in | in selection fair bidding
procurement
Yurii Erfort Legal frameworks in | Regulatory impact | Complex legal jargon | Legal expertise is crucial in
contracting on contracts and interpretations contracting
Iryan Erfort Bidding process | Cost-effectiveness in | Budget constraints | Competitive pricing leads to
optimization tenders and bid competition better contract awards
Roman R. | Risk management in | Identifying risks in | Unforeseen project | Risk assessment reduces
Yakubov tendering contract execution risks contract failures
Julia Martins Digital transformation in | Automation in | Resistance to | Digitalization enhances contract
contracts tendering technology adoption | efficiency
4. CONCLUSIONS In conclusion, improving cost management in

Effective cost management in construction projects is a
critical factor in ensuring financial sustainability and
competitive advantage for contractors. This review has
highlighted the importance of dynamic cost management
using activity-based costing (ABC) as a strategic tool to
improve cost accuracy and enhance decision-making. By
continuously adjusting activities and resource allocation
based on cost deviations, project managers can optimize
expenses and achieve financial goals.

A major challenge in construction cost management is
the persistent issue of cost overruns, which are often
caused by factors such as rework, mismanagement, lack of
stakeholder coordination, and inadequate cost control
systems. The review underscores that while various cost
control techniques exist, their effectiveness depends on
proper implementation, proactive monitoring, and
integration with project phases. The adoption of both
corrective and predictive cost control measures is essential

in mitigating financial risks and improving project
performance.

Furthermore, addressing inefficiencies in cost
management requires a shift in industry practices.
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