HOW TO IMPROVE
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Did you know that only 1-in-3 construc-
tion projects come within 10% of their
budget - a percentage that only shrinks
the larger the project gets?! Clearly,
working without proper construction
cost forecasting presents a major prof-
itability risk for your business.

Now, add this to what's going on today
with rising prices. High interest rates,
unpredictable supply chains and a
shortage of labour continue to push up
the cost to build.

All of this is forcing homebuyers to
reconsider projects, slowing housing
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activity. It's not hard to imagine a situa-
tion where you take on a money-losing
project that could make your business
go bust.

Yet, many home builders don't properly
plan budgets and cost because they
think forecasting takes too much time
or don't know where to begin.

This doesn't have to be you. Today, soft-
ware tools exist that make forecasting
an incredibly simple and predictable
process.

Let's break it down. $
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Forecasting breaks down a project’s
individual tasks and their associated
labour and material costs based on
counts you calculate from a takeoff.
Also included are indirect costs, such
as permits or soil tests. From this list of
tasks, you then have a forward view of
costings.

From this, you should understand the
number of materials involved and the
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Forecasting basics

different sets of tradies needed to
complete the job. From there, you can
build your initial schedule, with associated
milestones that give you a sense of how
long the proposed project will take.

Modern construction estimating soft-
ware makes cost forecasting incredibly
simple and ensures your material and
local labour rates are based on the
most up-to-date pricing.
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Forecasting increases profits

Now consider the risks and associated indirect costs that often go unseen when
a project first begins. For example, pricing fluctuations may increase material
costs in later stages of your project or inflation may force you to pay higher

labour rates than you initially anticipated.

With a detailed cost estimate, you can
prepare different scenarios in advance
to help determine whether you want to
bid a project.

You may decide to quickly submit a
bid, but it would be just as important
to know if a project is not a good fit for
your business. There's nothing wrong
with passing on a job if the numbers
don't add up.

With construction software, you can
also communicate any forecasted risks
to your prospects in real-time, which
builds trust. It also gives you insights
to determine whether prospects are
ready and willing to pay what you've
determined the project is worth.
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Take time to collaborate with
your supplier

The Builder’s Bid Cycle

19 hours
L —

Average time it takes
suppliers to respond to
builder's RFQ
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Suppliers

You can't afford to waste time in the
home building industry. Creating accu-
rate project forecasts requires accurate
material prices from your supplier.

The time you spend sending and
receiving information to your favorite
supplier affects how fast you can build
a forecast and deliver it to your pros-
pects and clients.

An industry study from Buildxact and
The Fransworth Group finds that tradi-
tional communication practices, like
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Builder

28 hours
L —

Average time it takes
builders to respond to
homeowners with a bid
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Homeowner

emailing and back-and-forth phone
calls, take an average of 19 hours per
week, per customer bid.

Today, modern software helps you
collaborate with your supplier online
about pricing and availability, which
speeds up and simplifies your admin-
istrative work and gives you time
back with your supplier for material
choices and substitutions that best
serve your customer.
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Forecasting gives you
profitability foresight

Imagine knowing the predicted profit margin of all the jobs you have
planned or have under way. That insight gives you the power to
determine how many new projects your company can realistically take
on and gives you risk control on all active projects in your pipeline.
Once a project is under way, your cost forecast continues working
for you in powerful ways:

Cost control, not cost spirals

Ensuring your costs are under control throughout the build is
vital to keeping on budget. With a detailed cost forecast, you
can quickly spot overspending as you compare actual spend to
your estimate.

Plan more, react less

Forecasting helps you advise your client's material choices ahead
of time to avoid costly change orders. It also helps you schedule
your work crews accordingly, avoiding any foreseeable schedule
delays due to unavailable materials or labour shortages.

Cash flows, not cash crunches

A detailed estimate allows you to visually track the progress of
— your individual tasks and clearly mark the work that's been done.
@ By ensuring milestones are met, you can be sure their associated
payments come in as planned. The last thing you need for proper

cash flow is withheld payments from dissatisfied clients.
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Master your cost forecasting
with construction management
software

By now you understand why forecasting is important to your bottom
line. Today, modern construction management software makes this
critical step easier than ever before.

A good software platform provides many benefits for home builders.
After some basic training you can:

v Perform cost estimation 80% faster and more accurately

v Communicate and collaborate with your favorite dealers

V4 Centrally store all project documents, information and change orders

V4 Track job progression, based on groups of tasks that move together

Integrate your accounting software to manage your business alongside
v project budgets

V4 Access your projects from anywhere that Internet connection is available
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See the benefits of forecasting
with construction management
software in action!

Australian builder Jaye Ibrahim and his
crew at Jetcon deliver high-quality work
while keeping up with a frantic pace by
using construction management soft-
ware to build detailed cost forecasts.

With an industry average quote turn-
around time of between one and two
weeks, submitting a detailed, profes-
sional quote quickly sets Jetcon apart
from its competition and helps the busi-
ness close more deals, Ibrahim said.

All it took was 45 minutes and
| was already able to put together
an estimate and produce a quote.”

Jaye Ibrahim, Owner, Jetcon Builders
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Ready for a better
way 1o manage
your projects?
Book a personalized one-on-one

demonstration with one of our
expert team members today.
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buildxact.com/au

1800 965 597 | Australia

1800 359 817 | New Zealand

44 20 4571 7334 | United Kingdom

Follow us on social media
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https://www.buildxact.com/au
https://www.buildxact.com/au/schedule-a-demo/?utm_campaign=fbtofnurture&utm_medium=paid-social&utm_source=marketo&utm_content=forcastingebook

