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Probable Reasons for losses in Construction Industry 

 

             

             

    

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

        

         

    

1.Material Misusage : 

It Occurs when in a 

project material used 

excessively as per 

budget 

1.Labor Idle Time : 

It Occurs when 

overtime or actual time 

exceeds as per time 

spent projected in a 

project 

1.Budget Failure : 

It Occurs when total 

overhead is in excess of 

projected overhead for 

monthly target 

1.Variable rate : 

It Occurs When Rate is 

Hiked 

Material Loss Variable 

Overhead Loss 

Fixed Overhead 

Loss 

Labor Loss 

4.Material Yield :  

It Occurs when for 

same material used 

desired result not 

obtained or excess as 

per another project 

wherein same quantity 

of material used 

3.Material Mixing :  

When Material 

composition is not done 

what as per design 

required 

2.Material Price : 

When Price is Hiked 

2.Labor Rate : 

It Occurs when Labor 

Rate Hiked 

3.Labor Mixing :  

It Occurs when 

Skill,Semiskilled & 

unskilled labor 

composition is not 

properly done 

4.Labor Efficiency :  

It Occurs when excess 

labor time spent on a 

same set of project or 

excess time spent on 

Project of material used 

5.Labor Yield :  

It Occurs When Per 

Hour or Per Day Work is 

not as per design from 

same team set 

6 Capacity Changed :  

When working hour 

available is not utilized 

2.Standard Failure : 

It Occurs when total FO 

for a Project is 

exceeding what 

expected as per design 

3.Output Changed :  

When Milestone of 

targeted projects are 

not achieved 

4.Working Day :  

When Working Days is 

reduced 

5.Efficiency :  

When Project Time is 

increasing 

2.Variable Efficiency : 

It Occurs When Excess 

Time spent on Project 
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                                                                        Possibilities in Material Losses 

 

 

                      Controllable Reasons      Non Controllable Reasons 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

        

         

         

         

         

         

         

         

         

         

         

         

         

         

     

Loss is Due 

to Material 

Misusage 

Loss is Due 

to Material 

Price 

Loss is Due 

to Material 

Mixing 

Loss is Due 

to Material 

Yield 

Non Controllable Reason: 

1. Unavailability of Quality 

Material 

2. Material supplied by Customer 

 

Controllable Reason: 

1. Engineering Problem 

2. Quality Issue 

3. Handling Issue 

 

Non Controllable Reason: 

1. Nothing 

 

Controllable Reason: 

1. Engineering Problem 

Controllable Reason: 

1. Purchase Policy 

2. No Escalation Clause 

3. Inappropriate Material 

Non Controllable Reason: 

1. Price Hike 

2. Government Policy 

Non Controllable Reason: 

1. Nothing 

 

Controllable Reason: 

1. Handling Issue 

2. Quality Issue 
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Possibilities in Labor Losses 

 

 

                      Controllable Reasons      Non Controllable Reasons 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

             

              

 

 

Loss is Due to 

Labor idle Time 

Loss is Due to 

Labor Rate 

Loss is Due to 

Labor Mixing 

Loss is Due to 

Labor Efficiency 

Non Controllable Reason: 

3. Unavailability of Quality Labor 

4. Labor supplied by Customer 

 

Controllable Reason: 

1. Motivation Problem 

2. Engineering Problem 

3. Improper Labor Allocation 

4. Overtime Policy 

Non Controllable Reason: 

2. Nothing 

 

Controllable Reason: 

2. Mismanagement 

3. Composition Problem 

Controllable Reason: 

4. Vendor Selection 

 

Non Controllable Reason: 

3. Labor Price 

4. Government Policy 

Non Controllable Reason: 

1. Force majeure 

Controllable Reason: 

3. Breakdown 

4. Mismanagement 

Loss is Due to 

Labor Yield 

Controllable Reason: 

1. Skill Set Problem 

2. Internal Problem 

3. Irrelevant Labor Allocation 

Non Controllable Reason: 

1. External Problem 
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                                                              Possibilities in Fixed Overhead Losses 

 

 

                      Controllable Reasons      Non Controllable Reasons 

 

 
      

 

 

 

 

 

 

 

 

 

 

 

 

            

            

            

            

            

            

            

            

            

            

            

             

 

Loss is Due to 

Budget Failure 

Loss is Due to 

Standard Failure 

Loss is Due to 

Output Changed 

Loss is Due to 

Working Day 

Non Controllable Reason: 

1. Force majeure 

2. Government Policy 

Controllable Reason: 

5. Motivation Problem 

Non Controllable Reason: 

3. Force Majure 

 

Controllable Reason: 

4. Mismanagement 

5. Breakdown 

Controllable Reason: 

1. Budgeting Error 
Non Controllable Reason: 

5. Labor Price 

6. Government Policy 

Non Controllable Reason: 

2. Nothing 
Controllable Reason: 

5. Breakdown 

6. Mismanagement 

7. Marginal Time changes 

8. Budgeting Error 

Loss is Due to 

Efficiency 

Controllable Reason: 

4. Mismanagement 

5. Motivation 

6. Composition Problem 

Non Controllable Reason: 

2. External Problem 

 

Loss is Due to 

Capacity Changed 

Controllable Reason: 

1. Skill Set Problem 

2. Engineering Problem 

3. Internal Problem 

Non Controllable Reason: 

1. External Problem 
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                            Possibilities in Variable Overhead Losses 

 

 

                      Controllable Reasons      Non Controllable Reasons 

 

 
   

 

 

 

 

 

 

 

 

 

 

 

The End 
 

 

For Detail Contact 

CA Pankaj Jaiswal 

+919819680011 

pankaj@anpllp.com 

www.anpllp.com 

Loss is Due to 

Variable Exp 

Rate 

Loss is Due to 

Variable 

Efficiency 

Controllable Reason: 

5. Extended Project Time Due 

to Internal Reason 

Non Controllable Reason: 

7. Extended Project Time 

Due to External Reason 

8.  

Non Controllable Reason: 

2. Price Hike 

 

Controllable Reason: 

9. Computation Error 

10. Vendor Selection 


