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Written by: Ed Williams, Director, ProjectPro

Good accounting gives business owners the information their
frm needs to make better decisions regardless of the business
industry. And construction is not an exception.

The construction sector is unlike others. It has a distinct
organizational structure.

Running a successful construction business requires good
accounting practices. But handling a company’s fnances
effectively isn't always possible, especially if contractors

are not very good with numbers. In addition, owners of
construction sector businesses confront particular diffculties
compared to owners of other sector frms.
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Because of the nature of the job, the pricing for individual
projects, the shifting operational costs and other factors,
construction accounting is more complicated than it is for frms
in other industries. Construction companies must be able to
manage payroll, bid on projects, track and report spending, and
perform a wide range of other accounting duties. The main
distinctions between construction and other accounting types
are listed below.
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Contractors manage numerous jobs simultaneously while

moving from one to the next. It may be necessary to pay a

deposit in advance. Sometimes the projects may be paid in full,
or it may take months before the entire bill is cleared. Projects
aren’t always paid for right away after completion.

These factors may necessitate that construction frms provide
distinct proft and loss accounts for each job.
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Contrary to construction enterprises, which provide a wide
range of services, regular businesses typically offer one to
fve distinct types of goods or services. Service work, design
services, consulting, engineering, procuring materials, and
other activities may fall under this category.



Due to this, it may be challenging to keep track of spending
and accurately determine the proft from each service category.
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Overhead expenses frequently change for construction
enterprises as well. Consider the price of materials,
subcontractors, equipment, travel, insurance, and more.

This needs to be taken into consideration in construction
accounting.
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Contrary to most frms, which only keep track of the costs of
the goods they sell, the construction industry is unique. Each
job has direct and indirect costs that can be categorized into
various areas. Contractors must have a reliable system to track
their earnings and expenses and reconcile each transaction.
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4. Delivery Timeline

Each project that is carried out requires materials to function—
ensuring all essential supplies arrive on time. This will make

it simpler for the contractor to complete the current project.
Additionally, it can provide a quick and effective work method
to lessen the likelihood of excessive charges. Because each
project requires more money to complete, the longer it takes.

5. Labor Management

It's not simple to keep an eye on workers’ activities to ensure
that the project is fnished correctly and quickly. A valuable
observation for the company’s evaluation is how many workers
are needed to complete a task or how many people are needed
to work on one component of the project. Managers can create
adequate budgets for any project that will be undertaken in
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