
A Construction  
CFO’s Playbook to 
Stay Ahead of Risk
Five must-have processes every construction CFO needs 
to adopt to move beyond financial reactivity and run the 
business with confidence.
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Macroeconomic 
forces will always 
shape how we plan 
for the future.   
External pressures do not only hit material costs or 
project timelines. They also affect cash flow, margins, 
and resource allocation. 

Changing economic factors and continuous 
reforecasting go hand in hand. 

This playbook shows construction CFOs how to 
replace reactive finance habits with agile,  
forward-looking planning - building the visibility 
and adaptability needed to stay ahead of economic 
shifts.

 



A snapshot of economic factors 
impacting the construction industry 
over the last 5 years.  
From Rising Costs to Labor Gaps: The Factors Steering  
Construction’s Trajectory 

2021
The rising inflation of 2021 
resulted in an input-cost 
‘shock’. Job costs increased 
sharply due to high input 
prices of materials like 
lumber, steel, concrete, and 
HVAC. This input cost shock 
hit margins hard, with EBIT 
margins falling to an average 
of 4.2% of revenues. (Source)

2022
Interest rates rose 
aggressively in 2022 as a 
policy response to curb 
inflation, the resulting 
increase in borrowing costs 
and reduced credit slowed 
residential construction and 
increased the cost of carrying 
working capital. (Source) 

2023
Material costs cooled after 
the spike in 2022, helping 
margins improve. Volatility 
and regional spikes persisted, 
which forced finance teams 
to model cost risk instead of 
assuming stability. 

2024
Construction spending increased 
4.5% this year (double the 
projections) but most of this 
growth was price-driven rather 
than volume-driven. In other 
words, revenue was boosted by 
higher prices, not higher output. 
Skilled labor remained scarce 
and squeezed margins. 

2025
Overall, construction 
spending slowed as 
contractors faced rising wage 
premiums, labor shortages, 
tariff-driven material volatility, 
and increased pressure from 
higher interest rates and 
inflation. (Source)

Going forward, CFOs should assume tighter credit conditions and slower growth in key sectors, 
including residential work. That reality puts more pressure on cost discipline, cash visibility, and 
overhead control. Construction firms that standardize processes, manage working capital with 
intent, and build forecast muscle will be in the best position to protect margins. 
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https://www.deloitte.com/global/en/about/press-room/global-powers-of-construction.html
https://www.deloitte.com/global/en/about/press-room/global-powers-of-construction.html
https://agcmn-c5.s3.us-east-2.amazonaws.com/5017/5286/7704/Construction_trends_and_outlook.pdf
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Macroeconomic variables will keep influencing project cost, labor, and cash 
timing. You cannot prevent that, but you can control how fast you see it and how 
fast you respond. The goal is simple: when something changes, you update your 
outlook without throwing out the full plan and starting from zero.      

How to be 
a strategic 
construction CFO 
in 2026 & beyond

Here are the processes you need in place to eliminate  
financial reactivity:  

More frequent 
forecasting 
cycles 

Leverage  
job-level 
drivers

Integrated 
working 
capital & cash 
forecasting 

Sensitivity 
analysis as 
a standard 
practice 

Move from 
retroactive 
variance 
explanation to 
predictive alerts 

Why these 5 processes matter to CFOs
All five practices ladder up to one thing: earlier line-of-sight. That visibility flows straight into the metrics 
that matter most like weekly cash position, margin by job, days sales outstanding (DSO), days payable 
outstanding (DPO), committed cost exposure, labor productivity, and billing versus percent complete.

When these processes exist, those KPIs stop being rear-view metrics and start behaving like live signals 
you can act on. 
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1. More frequent forecasting cycles

Why it matters
In an environment where input costs and project 
timelines can swing by double digits within a 
quarter, waiting 6–12 months between forecasts 
is like steering a ship with a blindfold on. Without 
frequent forecasting, you simply cannot respond 
fast enough to secure working capital or 
recalibrate margin expectations. A sharp spike in 
material cost or a sudden rate change can erase 
profit before anyone updates the model. 

Status quo: Is this you?
Your forecasts lose value the moment inflation, 
labor, or lending rates shift. You rely on static 
plans, and a reforecast is triggered only if a 
variance report forces your hand. Even then, 
your reforecast lags real-world changes. Your 
cash flow models are manual and updated 
at a cadence where, by the time updates are 
complete, it’s too late to adjust spending. The 
result: cost overruns get baked in, cash is 
misaligned, and project managers are stuck in 
damage control. 

A better way forward
Frequent re-planning keeps you agile and 
protects liquidity when inputs move. Shift to 
rolling, quarterly, or monthly forecasting tied 
to live project data. Over time you create a 
feedback loop, where shorter forecasting 
cycles strengthen accuracy in each subsequent 
reforecast. 

Anchor each reforecast to one priority KPI. You 
should be focused on one of the following: 

	• Weekly cash position 

	• Collections by job 

	• Committed versus planned spend

A clear KPI focus keeps finance locked on the 
20 percent of drivers that explain 80 percent 
of movement. In construction, those drivers 
are typically material cost, labor utilization, 
subcontractor delays, and schedule slippage. 

The elevated state: Where 
software takes it further

Use a financial performance platform with 
FP&A capabilities so live ERP data and project 
management data flow into one environment. 

Project managers can submit and adjust 
forecasts directly, so the process does not 
depend on finance alone. The calculation logic 
runs across the full data set without someone 
manually updating formulas. For bulk project 
edits, AI agents do the heavy lifting of data entry 
for you. 
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2. Leverage job-level drivers

Why it matters
Construction finance lives and dies at the 
job level. Every project is a micro P&L. When 
forecasts and budgets are built only at the 
divisional or regional level, you lose the visibility 
needed to manage margin erosion in real-time.  

Job-level drivers connect field activity directly 
to financial performance. By linking costs, labor, 
and productivity to your forecast, you can 
understand how job realities affect margin and 
course-correct before profit erodes.  

Status quo: Is this you?
Finance builds forecasts top-down using revenue 
categories or cost codes, with limited connection 
to actual job performance. Project budgets 
are lump sums that hide shifts in cost drivers. 
PMs track their own spreadsheets, finance 
consolidates manually, and insights arrive late or 
get diluted along the way.  

A better way forward
Identify the job-level drivers that drive your top 
job types and link these drivers directly to your 
forecast model. The objective is to connect the 
field to finance with consistent driver logic.  

Here are some examples of drivers you can use 
to build job-level templates:  

	• Material unit prices 

	• Productivity rates 

	• Crew hours × rate

	• Subcontractor availability

Moving forward, track driver-level performance 
weekly to catch margin pressure early and 
ensure changes at the job level automatically 
flow into consolidated P&L and margin forecasts.  

The elevated state: Where 
software takes it further

FP&A software, as part of a broader financial 
performance platform, uses a calculation engine 
that you configure once. After that, results auto-
calculate over time across the unique hierarchies 
in your data. That means, when an input or driver 
changes, the forecast changes automatically 
at every level: each job, all jobs, region, division, 
corporate. 

AI reporting agents 
can compare actuals to forecasts 
across all active jobs, explain 
material variances, and highlight 
which driver moved. Instead of 
searching for the issue, finance 
gets a direct signal on which lever 
needs attention. 
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3. Integrated working-capital and  
cash forecasting

Why it matters
Cash is the life blood of construction. Many 
companies are profitable on paper and still run 
into cash stress because billing terms, retainage, 
draw schedules, and supplier payments are not 
aligned with job timelines. 

Rising borrowing costs and tighter credit have 
made the timing of cash more expensive. Debt 
service on equipment and capital projects now 
shows up as a real drag if it is not forecasted 
alongside job cash needs. Finance needs to 
connect A/R and A/P timing directly to short-
term cash forecasts, not only long-range 
revenue forecasts. 

When you connect job activity, payables, 
receivables, and debt service in one view, 
CFOs can see upcoming cash gaps and reduce 
exposure to high-cost borrowing. 

Status quo: Is this you?
You forecast cash in a spreadsheet separate 
from other financial plans, and your cash plan 
may even be owned by treasury or accounting 
teams rather than the finance team. The cash 
forecast is disconnected from project-level data, 
contributing to a misalignment in overall forecast 
accuracy since revenue recognition and billing 
don’t line up. Your A/R and A/P schedules live in 
separate spreadsheets, creating blind spots in 
liquidity planning. 

A better way forward
The usefulness of cash forecasts is directly 
co-related to how synchronized they are with 
the rest of the company’s financial planning, or 
overall FP&A strategy. 

Instead of treating profitability and liquidity as 
two separate exercises, the goal is to connect 
job-level forecasting to cash flow dynamics. 

	• Each project forecast (revenue, cost, 
margin) automatically drives its own cash 
inflow/outflow timeline. 

	• Cash forecasts are built from the bottom up, 
using job schedules, billing milestones, and 
payment terms, not just P&L projections. 

	• You actively track: Days Sales Outstanding 
(DSO) and Days Payable Outstanding (DPO); 
Retainage release timing; Cash coverage for 
payroll and subcontractors; Debt service 
and covenant headroom.

The elevated state: Where 
software takes it further

Cash flow software, within a financial 
performance platform, can read A/R aging and 
payment data from source systems and forecast 
expected collection timing automatically. The 
current and projected cash position updates in 
real time. 

Finance can then model different invoice timing 
decisions, see how that affects total cash and 
DSO, and understand the borrowing cost impact. 

When FP&A features sit in the same platform, 
finance can test collection assumptions, track 
actual versus expected cash, and tie working 
capital timing directly to operational decisions at 
the job level.
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Why it matters
The future isn’t linear, and construction projects 
rarely behave as expected. Running a single-
base forecast is not enough given that leaders 
need to see how outcomes change under 
multiple macro scenarios. Testing multiple 
“what if” scenarios, like price increases, labor 
shortages, and interest rate hikes helps you 
make data-driven decisions when conditions 
change.  

Status quo: Is this you?
Scenario planning is often an annual event—if it 
happens at all. The limitations of spreadsheets 
often make scenario planning unattainable for 
most finance teams. What ends up happening is 
teams rely on ad hoc “what-ifs” that live in offline 
models and are disconnected from the broader 
forecast. Down the line, teams are caught 
off guard when material or labor costs spike 
mid-project, and there is no prescriptive set of 
forecasted data to dictate how to pivot, because 
that scenario was never pre-emptively explored. 

A better way forward
Make sensitivity testing part of every reforecast 
cycle. Pick a core set of sensitivities and model 
them consistently: Here are examples of some 
sensitivities you can test:  

	• Material price increases (+10%)

	• Labor productivity decline

	• Interest rate hikes (+100 bps)

	• Schedule delay on a critical path job 
(for example, a two-week slip in a major 
milestone)

For each case, review how the change affects 
margin, cash flow, billing cadence, and job 
completion timelines. 

The elevated state: Where 
software takes it further

Sensitivity analysis prepares your business for 
the unexpected. FP&A software, as part of a 
broader financial performance platform, makes 
it possible to model multiple futures in parallel, 
pulling live data from project systems and ERPs, 
allowing for driver-based changes, and even the 
ability to test various calculation logic scenario 
over scenario. Version control is baked into the 
software, making it easy for project managers to 
contribute to scenario planning without finance 
having to worry about managing multiple 
workbooks. 

Ultimately multi-scenario modeling at scale 
becomes attainable across the company, 
with dashboards that make the data on future 
outcomes consumable and visible to multiple 
stakeholders. Instead of a single forecast, leaders 
see multiple outcomes and can pre-emptively 
manage exposure. 

4. Sensitivity analysis as a standard 
practice

https://prophix.navattic.com/n3j0hy5
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5. From retroactive variance explanation 
to predictive alerts

Why it matters
Variance reports tell you what went wrong last 
month. Predictive insight tells you what might 
go wrong next. Moving from reactive variance 
reporting to predictive insights keeps finance 
focused on action, not explanation. 

Construction finance teams need to move 
from rear-view analysis to forward-looking 
performance management. It helps leaders spot 
risks early, understand why results are shifting, 
and prevent margin loss before it happens.  

Status quo: Is this you?
Your finance team spends more time explaining 
the past than influencing the future. They spend 
reporting cycles building variance decks that 
describe what already happened, often too late 
to change the outcome, and at times, these 
variance reports are reviewed weeks after close. 
By the time a cost overrun or margin squeeze 
is identified, mitigation options are limited. WIP 
reports are compiled monthly for compliance or 
billing but rarely used as an active management 
tool.  

A better way forward
As a CFO, you want to move past reporting into 
“signal management”. In moving from retroactive 
variance explanations to predictive alerts, your 
predictive alerts are only as good as the leading 
indicators they are tied to. It’s important to zoom 
in on the few metrics that consistently move 
before outcomes do. 

Here are a few examples you can use:   

1. Labor productivity drift

	• Why? Labor productivity erosion is one 
of the earliest signs of margin risk, and is 
visible weeks before costs reflect it. 

	• Leading indicator: Labor productivity, i.e., 
Actual hours vs planned hours per unit of 
work, or per cost code.

	• Predictive alert: Alert when productivity 
drops >5-10% below plan for two 
consecutive weeks on any major cost code. 

	• Action triggered: PM review of root cause, 
and finance to update job-level forecast. 

2. Committed cost escalation

	• Why? Rising committed costs typically 
precede budget overruns and cash strain. 

	• Leading indicator: Committed cost value 
vs. budgeted cost, by cost code. 

	• Predictive alert: Alert when committed 
costs exceed 90% of budgeted value, before 
reaching 80% of progress. 

	• Action triggered: Review of subcontractor 
change orders or procurement strategy 
before final commitments lock in. 



3. Billing vs. progress misalignment

	• Why? Under-billings signal a cash flow 
risk; overbillings can mask earned revenue 
shortfalls. Both distort liquidity and 
profitability signals. 

	• Leading indicator: % of billings vs. % of 
completion

	• Predictive alert: Alert when under-billings 
exceed 10% of earned revenue for more 
than one reporting cycle

	• Action triggered: Immediate PM/finance 
review to accelerate billing or realign cost 
recognition.

4. Change-order volume & aging

	• Why? A spike in pending change orders 
often predicts revenue leakage.  

	• Leading indicator: Number and total value 
of open change orders, and their average 
age (days unapproved). 

	• Predictive alert: Alert when open change 
order value exceeds 5–10% of total contract. 

	• Action triggered: Escalation to project 
management and client teams for 
formalization or interim billing. 

5. Cash burn vs. progress

	• Why? A project that’s consuming cash 
faster than it earns revenue will soon strain 
corporate liquidity.

	• Leading indicator: Actual cash outflow vs. 
% completion or earned revenue.

	• Predictive alert: Alert when cumulative 
cash burn exceeds 110% of earned revenue. 

	• Action triggered: Finance review of 
payment timing, supplier terms, and draw 
schedule acceleration. 

It’s clear that to have visibility on all the above 
leading indicators, WIP reporting needs to act 
as a living management report, not just a static 
statement. It should be reviewed weekly with 
PMs to track earned revenue, cost to complete, 
and margin trends. 

The elevated state: Where 
software takes it further

WIP reporting is only as good as the engine 
behind it, and dedicated FP&A software irons out 
all the kinks that typically result in WIP reporting 
being either too manual, not detailed enough, or 
too time-consuming. 

A dedicated tool centralizes project data, 
automatically rolls up cost-to-complete 
calculations, and delivers real-time structured 
WIP visibility. If you’re used to the status 
quo of explaining variance and WIP reports 
retroactively, a dedicated financial performance 
platform completely redefines that workflow. 

With the right tool, report creation and data 
consolidation is automated for you, and falls 
off your team’s plate. This means data is ready 
to analyze, days prior to receiving it. It’s this 
framework that enables a ‘predictive signal’ 
strategy to be truly applicable, because rather 
than having your team focus on the manual 
effort of compiling data, the data is ready to be 
actioned.  
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https://prophix.navattic.com/abz07lo
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What you’re really 
managing
The reason these processes matter is simple: they sharpen your 
line-of-sight into the metrics that determine financial stability and 
project performance.  

At the end of the day, proactive finance comes down to having early visibility into the 
right signals. The KPIs below represent the essential indicators construction CFOs rely 
on to read project health, protect margin, and anticipate cash needs. 

The finance KPIs every construction CFO is judged on and how 
to stay ahead of each one

Project margin by job

What it tells you
•	 Are your largest jobs holding margin or bleeding it out over time

How you stay ahead 
•	 Rolling reforecasting tied to live job data 

•	 Driver-based job modeling at the job level 

•	 Alerts on labor productivity drift and committed cost creep

Cash position

What it tells you
•	 Can you fund payroll, subs, materials, rentals, and debt service without 

tapping expensive credit

How you stay ahead 
•	 Integrated working capital and cash forecasting that ties A/R, A/P, billing 

timing, retainage, and debt service into one cash view

•	 Monitoring billing vs. percent complete and cash burn vs. earned revenue
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Labor productivity

What it tells you
•	 Is crew output tracking to plan, or is productivity erosion about to cut margin 

How you stay ahead 
•	 Driver-based labor and production rates captured at the job level

•	 Triggers when productivity drops below plan before the cost impact is 
booked

Committed cost exposure

What it tells you
•	 Are you locking in spend faster than the job is progressing, which sets you 

up for margin loss and cash squeeze 

How you stay ahead 
•	 Scenario testing for escalation and schedule slip

•	 Early review when committed cost hits unsafe thresholds

Change order volume and aging

What it tells you
•	 Are you sitting on unapproved revenue and future dispute risk

How you stay ahead 
•	 Tracking open change orders and their age

•	 Rolling reforecasts so PMs and finance both see exposure before close, 
not after

Your job is not just to explain these numbers. Your job is to keep them predictable. 



A culture of 
accountability 
The responsibility of cost discipline doesn’t lie with a single person or 
department at a construction company. Cost discipline should be weaved 
into the culture via transparent metrics, open door communication 
between project managers and finance, and empowerment to react to 
financial triggers.  

Project management should not be siloed off from finance simply due to the software that’s 
being used. FP&A and Project Manager’s north star metrics should be tightly connected. 

A culture of accountability is unlocked once the right technology is put in place. Cloud-based, 
easily accessible, ‘one source of truth’ technology is what ends up aligning finance teams 
with operational teams; it makes the relationship between finance and project managers 
collaborative, versus siloed.  

So, what’s the practical application of this concept within 
construction finance? 
The truth is, to break down silos and dilute cost discipline responsibility across the 
organization, there is one key tool that must be leveraged strategically to usher in a culture of 
accountability. And that tool is the one-and-only WIP report.  

WIP reporting becomes the system of record where all the signals converge. It’s what both 
finance and PMs can look at to be on the same page. This alignment has a tangible impact: 
better reporting leads to better forecasting, which reduces unexpected cost overruns, and 
improves early detection of cash or margin pressure to preserve working capital. Together, 
finance and operations move from a culture of reacting to problems buried in the WIP, to 
anticipating and acting on them proactively, protecting margins, cash flow, and project 
performance before issues escalate. 
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 Integrated working-capital and cash forecasting connect project-level burn rates to 
enterprise liquidity, creating real visibility into when and where pressure on pay apps, retainage, 
or procurement will surface.  

Sensitivity analysis equips teams to test “what-if” scenarios around material escalation 
or schedule slippage before those risks materialize. 

For many construction firms, financial management has long been a reactive 
exercise where explanations of eroded margins or cash shortfalls occur well 
after they show up in a WIP report.   

But in an environment where interest rate swings, and material cost volatility and labor pressures can 
ripple through project backlogs almost overnight, that status quo won’t hold 

Eliminating financial reactivity means building the operational finance infrastructure to detect 
pressure points early, model their impact fast, and act before the damage hits your bottom line.

That’s exactly what these five practices are designed to do.

More frequent forecasting cycles keep projections tied tightly to the field, ensuring that 
job cost reports and WIP schedules reflect reality (not last quarter’s assumptions).

Job-level drivers anchor forecasts to actual production rates, labor hours, and committed 
cost curves rather than rough top-down estimates. 

And predictive alerts, triggered by key leading indicators like productivity variances, committed 
cost thresholds, or under-billings, shift the conversation from retroactive explanations to 
proactive margin protection. 
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Over the last five years, construction CFOs have faced a series of shocks 
that underline why construction finance teams can’t afford to be reactive. 
Surging material costs, rising interest rates, labor shortages, and uneven 
growth have repeatedly tested margins and working capital.  

Eliminating financial reactivity is not a theoretical idea, it’s a necessary 
strategic consideration to be prepared for the next macro change. 

The truth is clear: firms that wait to explain variances after the fact leave 
margin protection to chance. The antidote to financial reactivity is the five 
practices outlined in this playbook. 

Those practices are the framework that, when anchored to WIP and 
job-level data, give your teams the early insight and operational control 
needed to act before risks turn into losses. 

Ready to see it in action? 

15

Take our self-guided Construction 
Product Tour to see how best-
in-class finance teams leverage 
cross-collaboration via automated 
WIP reporting and detailed job 
forecasting within Prophix One to 
stay 5-steps ahead of margin fade.
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About Prophix®

Prophix® is a global leader in financial 
performance management, empowering 
finance teams to lead with clarity, 
capacity, and confidence. From planning 
and budgeting to forecasting, reporting, 
reconciliation, and consolidation, Prophix 
brings it all together in one intelligent 
platform. 

Prophix One™, the flagship Autonomous 
Finance Platform, combines AI, automation, 
and intuitive technology to simplify complex 
work and elevate finance to a more strategic 
role. With nearly four decades of innovation 
and a global footprint serving more than 
3,000 customers in 100+ countries, Prophix 
is the trusted partner for organizations ready 
to transform finance into the driving force 
behind business growth.  

www.prophix.com
info@prophix.com


