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A Study of Architectural Cost Approach Appraisal

and Construction Cost
Huang Liang-Chong
Abstract

Cost approach means the method used to assess the reproduction cost or replacement cost of an object
for appraisal at price date, deduct its accrued depreciation or other parts that shall be deducted, in order to
calculate the price of an object for appraisal. The price calculated by the above-mentioned method is the cost
price.

Total building cost (i.e. reproduction cost of the building) includes construction costs, design costs,
advertisement costs, sales costs, administrative costs, taxes & other burdens, capital interest, and
development or architecture profits. Therefore, when making calculations, the approaching method or
formula method shall be used to calculate the total building cost.

Total construction cost can be calculated by direct method or indirect method. Because the direct
method is more complicated and time-consuming, the comparative-unit method (an indirect method) is
usually adopted to calculate construction costs.

There are many different standards for calculating construction costs of houses issued or used by
different organizations, including government and private institutions.

Through comparison, the architecture reformation standard unit price list used in current land price
surveys is closer to the practical building cost on the market, making it the most appropriate. However, it is
still necessary to draw up a building cost standard that conforms to practical building cost and wins the
public’s confidence.

Government organizations in charge of architectural matters have the advantage of governing
architecture affairs and having a large number of architecture professionals. In addition, all architects and the
construction industry are governed by them, so it has the unshirkable responsibility of setting up building
cost standards that conform to market prices.
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