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Abstract - The construction industry has been showing poor 

performance very often. This is one of the reasons for the cost 

overruns. Cost overruns has been a major issue in many Indian 

construction projects sepecially in high- rise building 

projects.Successful management of construction projects is based 

on three major factors i.e. time, cost and quality. The successful 

completion of construction projects within the specified time has 

become the most valuable and challenging task for the 

Managers, Architects, Engineers and Contractors. The aim of  

the study is to  investigate the factors influencing Cost overruns 

in high rise construction projects. A valid questionnaire for the 

survey was developed based on factors for cost overruns  

identified from literature review. These factors are grouped into 

8 categories for cost overruns and distributed to Contractors, 

Consultants, and Owners of high-rise construction projects. Cost 

overrun is also called as cost escalation, cost increase or budget 

overrun. 

Key words :- Cost overrun,  budget overrun, construction, high-
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I. INTRODUCTION 

he construction industry has a great impact on the 

economy of all countries.  In India, the growth in the 

building industry, particularly in residential high-rise 

construction, is having considerable influence on the 

country’s economic development. But this type of 

construction often suffers from cost overruns.It has been 

observed very frequently that most of the projects in India 

ended with extra involvement of time, money and resources. 

It's a rare scene in construction industry, that a project is 

completed well within the estimated budget and time and with 

desired quality.  

The basic aim of practitioners involved in the 

construction industry is to achieve the completion of project 

within time and stipulated budget. But due to nature of 

construction industry, it becomes difficult to avoid the cost as 

well as time overruns. Cost overruns and time overruns can be 

either avoidable or unavoidable. Overruns due to design plan 

or project management problems are avoidable because they 

could have reasonably been foreseen and prevented.  

However, there are some unavoidable costs such as 

those due to unanticipated events which cannot reasonably be 

prevented. Cost overrun is also called as cost escalation, cost 

increase or budget overrun.For the purpose of the study, cost 

overrun is defined as the difference between the final actual 

cost of a construction project at completion and the contract 

amount, agreed by and between the client (the project owner) 

and the contractor during signing of the contract. Cost overrun 

and time overrun are the serious phenomenon occurs in 

construction projects. Effects of them on construction projects 

have also an adverse effect on various parties such as 

contractor, developer and consultant. They also intensively 

affects to the contract in terms of a growth in adversarial 

relationships, distrust, litigation, arbitration, cash-flow 

problems, and a general feeling of apprehension towards each 

other. So, it is essential to define the actual causes of delay in 

order to minimize and avoid their adverse effects on any 

construction project.  

II. SCOPE AND OBJECTIVE OF THE STUDY 

1. To study the concept of cost overrun.   

2. To identify the factors influencing cost overrun and to 

study the effect of cost overrun for high rise building 

project.  

3. To identify track slippages in the actual time & cost 

schedule by comparing with the planned schedules 

and study of the reasons behind the same. 

4. To analyze the data collected of  high – rise building 

projects regarding cost overrun.   

5. Suggest remedial measures in terms of modifying 

strategies, practices and    procedures, organizational 

structure, contract agreement for cost overrun.  

 

III. DATA COLLECTION 

The concept of cost overrun and effects of it are studied  from 

literature review or previous study and also effect of cost 

overrun on high rise building projects are found out from 

literature review. Field study is done on various high rise 

construction projects. Questionnaire survey method is used for 

collecting data from different high rise construction sites. A 

questionnaire consist of number of questions which will give 

basic information such as project location, estimated cost, 

actual cost, planned and actual duration etc. Questions are 

directly asked to professionals such as executive managers or 

surveyors, project managers, engineers, contractors, 

consultants working on construction sites and have experience 

in construction.  
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The factors influencing cost overrun are identified to study the 

effect of cost overrun. These factors are identified by 

conducting case study of two live projects. Data is collected 

from different high-rise building projects by conducting 

surveys in the form of questionnaire or by personal 

interviews.  

The data obtained is analyzed and compared the estimated and 

actual cost to understand the causes and implications of 

overruns.List out all the shortcomings and suggest remedial 

measures to minimize cost  overrun.  

The two live high rise building projects are taken for case 

study.The interviews with practical site personal or 

management team such as executive managers or surveyors, 

project managers, site engineers, contractors, consultants etc. 

having different position in high rise construction project is 

done to get the practical information about the construction 

site. By conducting questionnaire survey and taking personal 

interviews, data is collected. Collected data according to 

questionnaire is divided into main factors and then into sub-

factors. Rating is done according to importance of each 

projects cost overrun factors by means of scoring from 1 to 5 

on the basis of five point Likerts scale.  

The questionnaire had three parts,  

Part-I consist of requesting respondent personal information, 

Part-II consist of construction company details and  

Part-III includes questions which was prepared after literature 

review.   

Data collected from two live high rise construction projects is 

as follows 

Table 1   Showing the details of high rise construction 

projects 

 

IV. EXPERIMENT AND RESULT 

 

Case Study I 

Project-I  

For this project there are total 18 respondent including 8 

contractors, 6 consultant and 4 engineers. From data 

collection of this construction site, total nine main factors 

responsible for cost overrun are found. Also it is found that, 

these main factors are again divided into sub-factors also. 

These main and sub-factors are given below. Relative 

important index is calculated for each of these factors and 

then ranking of this sub-factor is done. After that the total 

percentage increase in the cost due to these factors is found 

out. 

Table no. 2  Showing the average values of relative important 

index and ranking of all factors on the basis of relative index 

Sr. 

No. 
Group Average RII Ranking 

1 PROJECT GROUP 0.76 1 

2 OWNER GROUP 0.75 2 

3 CONTRACTOR GROUP 0.57 6 

4 CONSULTANT GROUP 0.49 9 

5 DESIGN GROUP 0.65 3 

6 EQUIPMENT GROUP 0.61 5 

7 MATERIAL GROUP 0.64 4 

8 LABOUR GROUP 0.52 8 

9 
EXTERNAL RELATED 

GROUP 
0.56 7 

From the above table it is seen that the project group factor is 

ranked first having relative important index as 0.76, while 

consultant group factor is ranked 9 having relative important 

index as 0.49. The remaining all the factors are ranked by 

sequent order. This shows that the project group factors are 

more responsible for cost overrun of the project-I.  

Sr. 

No. Site Details Site I Site II 

1 Building Type Five Star Hotel Five Star Hotel 

2 Number of floor 13 38 

3 
Construction 

started 
Dec- 11 Aug-11 

4 
Estimated date of 

completion 
Aug- 14 Jan -15 

5 
Estimated 

duration 
32 months 41 months 

6 
Actual date of 

completion 
Oct - 15 Jul-15 

7 Actual duration 46 months 47 months 

8 Estimated cost 
2,659,049,000 

 
7,747,064,980 

9 Actual Cost 3,029,867,000 8,481,015,002 

10 Cost increase  370,818,000 733,950, 022 

11 

Percentage 

increase in cost 

due to delay 

13.94% 9.47% 
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Figure No. 1 Showing the comparison of all main cost overrun group factors 

Case Study II 

Project-II 

For this project there are total 15 respondent including 6 

contractors, 6 consultant and 3 engineers. From data 

collection of this construction site, total nine main factors 

responsible for cost overrun are found. Also it is found that, 

these main factors are again divided into sub-factors also. 

These main and sub-factors are given below. Relative 

important index is calculated for each of these factors and 

then ranking of this sub-factor is done. After that the total 

percentage increase in the cost due to these factors is found 

out. 

Table no.3  Showing the average values of relative important 

index and ranking of all factors on the basis of relative index 

 

 

 

Sr. 

No. 
GROUP AVERAGE RII RANKING 

1 PROJECT GROUP 0.75 1 

2 OWNER GROUP 0.63 3 

3 
CONTRACTOR 

GROUP 
0.62 4 

4 
CONSULTANT 

GROUP 
0.59 6 

5 DESIGN GROUP 0.55 8 

6 EQUIPMENT GROUP 0.56 7 

7 MATERIAL GROUP 0.73 2 

8 LABOUR GROUP 0.60 5 

9 EXTERNAL GROUP 0.48 9 

 

Figure No.2  Showing the comparison of all main cost overrun group factors 
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From the above identified factors responsible for causes of 

cost overrun, it is observed that both of the projects has 

undergone cost overrun by some amount. The estimated cost 

of construction is increased in some percentage. This 

percentage of increase in cost due to identified factors is 

called as cost overrun. The increase in cost for project I is 

14% while cost increase for project II is 9.47 %. The cost 

increase in percentage in estimated cost due to the factors 

responsible for cost overrun for both the projects is as follows 

– 

Table no.4  Showing the cost increase in percentage in estimated cost due to factors responsible for cost overrun for project-1. 

Sr. No. Group Rank Estimated cost 

Percentage 

increase of cost 

(%) 

Increase in cost 

1 PROJECT GROUP 1 

2659049000 

3.96 104766530.6 

2 OWNER GROUP 2 3 79771470 

3 CONTRACTOR GROUP 6 0.8 21272392 

4 CONSULTANT GROUP 9 0.4 10636196 

5 DESIGN GROUP 3 1.8 47862882 

6 EUIPMENT GROUP 5 1.2 31908588 

7 MATERIAL GROUP 4 1.5 39885735 

8 LABOUR GROUP 8 0.5 13295245 

9 EXTERNAL GROUP 7 0.78 21272392 

 
TOTAL INCREASE IN COST 13.94 370818000 

 

 

Figure No. 3  Showing comparison of all the factors leading to cost increase in construction of Project-I 

 

Table no. 5 Showing the cost increase in percentage in estimated cost due to factors responsible for cost overrun for project-II. 

0

2

4

6

8

10

12

PROJECT GROUP OWNER GROUP CONTRACTOR 

GROUP

CONSULTANT 

GROUP

DESIGN GROUP EQUIPMENT 

GROUP

MATERIAL GROUP LABOUR GROUP EXTERNAL 

RELATED GROUP

C
o

st
 I

n
cr

e
a

se
 i

n
 C

r.

Main Groups of Cost Overrun

Cost 

Increase



International Journal of Research and Scientific Innovation (IJRSI) | Volume III, Issue VII, July 2016 | ISSN 2321–2705 

 

www.rsisinternational.org Page 41 
 

Sr. No. Group Rank Estimated cost 
Percentage increase 

of cost (%) 
Increase in cost 

1 PROJECT GROUP 1 

7747064980 

2.24 173534255.6 

2 OWNER GROUP 3 1.15 89091247.27 

3 CONTRACTOR GROUP 4 0.9 69723584.82 

4 CONSULTANT GROUP 6 0.78 60427106.84 

5 DESIGN GROUP 8 0.6 46492390.22 

6 EUIPMENT GROUP 7 0.7 54229454.86 

7 MATERIAL GROUP 2 1.9 147194234.6 

8 LABOUR GROUP 5 0.8 61976519.84 

9 EXTERNAL GROUP 9 0.4 30988259.92 

 
TOTAL INCREASE IN COST 9.47 733950022 

 

 

Figure No. 4  Showing comparison of all the factors leading to cost increase in construction of Project-II 

 

Figure No. 5 Showing comparison of all the factors leading to cost increase in construction of Project-I and Project-II 

0

2

4

6

8

10

12

14

16

18

PROJECT GROUP OWNER GROUP CONTRACTOR 

GROUP

CONSULTANT 

GROUP

DESIGN GROUP EQUIPMENT 

GROUP

MATERIAL GROUP LABOUR GROUP EXTERNAL 

RELATED GROUP

C
o

st
 I

n
cr

e
a

se
 i

n
 C

r.

Main Groups of Cost Overrun

Cost 

Increase

0

2

4

6

8

10

12

14

16

18

PROJECT GROUP OWNER GROUP CONTRACTOR 

GROUP

CONSULTANT 

GROUP

DESIGN GROUP EQUIPMENT 

GROUP

MATERIAL GROUP LABOUR GROUP EXTERNAL 

RELATED GROUP

C
o

st
 I

n
cr

e
a

se
 i

n
 C

r.

Main Groups of Cost Overrun

Project-I

Project-II



International Journal of Research and Scientific Innovation (IJRSI) | Volume III, Issue VII, July 2016 | ISSN 2321–2705 

 

www.rsisinternational.org Page 42 
 

Above chart shows the comparison of all the factors 

responsible for cost overrun due to which there is some what 

percentage increase in the estimated cost of construction for 

both the projects. Figure No. 5.23 shows that, for projects-I 

project group is the highest factor influencing cost of 

construction about 3.96% of estimated cost. The project I has 

undergone cost overrun due to project group factor such as 

original contract duration is too short and legal disputes 

between the parties. Due to these factors there is delay in the 

construction and hence the cost of construction increased.      

Also for project-II project group is the highest factors 

influencing cost of construction about 2.24% of estimated cost 

of construction. This is because there is less emphasis to 

planning of the project as well as the complexity of project 

design factor is responsible for increase in cost of 

construction.  

For Project-I, the percentage increase in cost is 13.94% while 

for Project-II, it is 9.47 % of estimated cost. It means that 

increase in the cost of any high rise building construction 

project vary from project to project and from location to 

location. 

V. CONCLUSION 

The result of the study  has shown that owner and materials 

related factors are greatly influencing factors causing cost 

overruns on high rise construction projects and therefore it has 

been suggested that the contractors, Engineers and owners 

should take proper decisions on time. Owner should not 

underestimate the project duration. Contractors are advised to 

purchase right quantity and quality of construction materials 

at the right time. The adoption of construction methods, 

material and equipment requirements should be decided in a 

perfect manner. Proper planning should be done and executed 

to avoid shortages or surplus of materials and change orders in 

the construction work.  

The findings of the study has the potential to enable project 

owners and contract principals to make a better estimate of 

project time, to assist contractors to make better estimates, 

minimize disputes resulting from cost overrun, and deliver 

cost savings as a result of less uncertainty with respect to 

duration of the project as a result of weather conditions.This 

study will provide a good platform for realizing the various 

factors which are responsible for cost overrun in high rise 

construction projects. It is hoped that these findings will guide 

efforts to enhance performance of construction industry. 
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