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In This Issue:

insights on construction costs

What’s Changing in Construction Costs?
Current Trends
Welcome to the Spring 2020 issue of Cost Trends from Hixson! The construction industry had
an underwhelming performance in 2019, but growth is expected in next the couple of years.
The last 11 months of 2019 showed a decrease in construction starts. The American Institute
of Architects (AIA’s) consensus construction panel forecast showed a 1.5% construction
spending increase on non-residential buildings for 2020 and a less than 1% increase in 2021.
Non-residential construction slowed down somewhat in the second half of 2019 because of
a decline in business investment. The construction of retail and commercial facilities also
declined in 2019. The strongest commercial sectors that remained stable included offices, due
to data centers, and warehouses, due to large distribution centers.
Skilled labor shortages and an increase in material prices are weighing down the construction
market. Unfilled construction positions are near an all-time high, which is leading to an increase
in labor costs. According to Associated Builders & Contractors (ABC), 59% of contractors
intend to increase their staffing by the end of the first quarter of 2020. Managing skilled
labor shortage remains a considerable concern for the U.S. in 2020, and labor escalation
is expected to outpace material escalation. Contractors are trying to attract labor through
additional incentives, such as guaranteed overtime and bonuses.
According to Deloitte, Engineering and Construction (E&C) firms are experiencing low-profit
margins and are driving towards better project planning, management, and execution because
of intensifying cost pressures. The increase in project complexity, competition from Asia, and
supply chain constraints will put extra pressure on 2020 earnings for U.S. companies. The
2019 Turner building cost index for non-residential buildings increased its value to 1177 in the
fourth quarter of 2019, the highest in its history. All of these issues are compelling contractors
to proactively increase profit margins by adding efficiencies and optimizing existing processes.
In the News - Highlights
•
•
•

Favorable interest rates resulted in low inflation rates and showed positive impact on
the construction industry.
Trade agreements have been well appreciated, such as the re-negotiated NAFTA into
the United States-Mexico-Canada Agreement (USMCA), and the Phase 1 trade deal with
China which lowered the temperature on trade war and tariffs.
The potential for material parts supply disruption resulting from manufacturing plant
closings due to COVID-19, especially from China, will need to be monitored for the
possible impact on construction schedules.
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1. U.S. Construction Costs continue to increase slightly.
For January 2020, the annual Construction Cost Index (CCI) as reported in Engineering News Record (ENR) is +1.7%,
Building Cost Index (BCI) is +1.7% and Material Cost Index is +3.8%. In December 2019, the All Items Consumer
Price Index increased +2.3% over the last 12 months. Of the ENR 20 CCIs by city for Jan. 2020, the cities with highest
increases were Chicago at +6.4%, San Francisco at +6.5%, New York at +4.5%, Pittsburgh at +3.8%, New Orleans at
+1.6%, and Baltimore at +1.2%.
2. Leading Indicators of Construction Industry are pointing to slightly increasing design and construction
activity.
The Architecture Buildings Index (ABI) was 51.9 for November 2019, showing a slight increase in billings for the
month. The Dodge Momentum Index rose 1.5% per month in December 2019 to 156.2, from the revised November
2019 reading. This included a 0.9% increase in Commercial Building, indicating expanding building activity.
Dodge Momentum Index
(Year 2000=100, Seasonally Adjusted)
Dec-19

Nov-19

% Change

Dodge Momentum Index

156.2

153.9

1.5%

Commercial Building

170.8

169.2

0.9%

Institutional Building

138.1

135.0

2.3%

Source: Dodge Data & Analytics
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3. Total Construction Spending was 4.2% higher and private construction spending was 2% higher than in
2019.
According to the U.S. Census Bureau, total construction spending in November 2019 was $1,324 billion, which is 4.2%
higher than a year ago, and total private construction spending in November 2019 was $985 billion, which is 2% higher
than a year ago.

4. Construction Backlog Indicator (CBI) fell slightly in November from October.
Average CBI for November 2019 is 8.8 months. This is down slightly from the August and October 2019 averages
of 8.9.
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5. Construction Employment continues to build on high levels of employment.
Construction Employment gained 89,000 jobs in December 2019, according to data from the U.S. Bureau of
Labor Statistics (BLS). Total building construction employment was 6,459,000 in December 2019 and continues
to climb. The December 2019 construction industry unemployment rate was 5%, down from 5.1% a year earlier.
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6. Construction Labor cost is rising, and are at especially high rates in some cities.
Per the ENR January 20-City Average, skilled labor costs rose +8.2% in Denver, +5.2% in Chicago and Boston,
and 5.0% in Philadelphia. Common labor costs rose +7.2% in Baltimore, +7.0% in Chicago, and +6.0% in
Pittsburgh, +4.8% in New York City.
7. Asphalt Pavement prices have decreased slightly over the last year.
According to the BLS, December 2019 asphalt prices are down -1.1% from their peak a year ago. Per ENR’s
January 2020 20-City Average, asphalt prices are down -5.5% from a year ago.

8. Concrete pricing increased this year.
As per the ENR January 2020 20-City Average, escalation for ready-mix concrete is +2.8% higher for 3,000 psi
and +9% higher for 5,000 psi. Portland cement showed +0% change from last year. Reinforcing steel material
prices are down by -0.9% in December 2019 from last year.
9. Structural Steel pricing stabilized this year.
The ENR December 2019 20-City Average for wide flange steel increased 1.6% above a year ago. The BLS
December 2019 for hot rolled steel decreased -16.4% below a year ago. BLS hot rolled steel decreases have not
yet been observed in ENR wide flange steel prices, possibly due to lag between mills and fabricated delivery or
other factors, such as labor.
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10. Stainless Steel sheet prices increased annually.
Per the December 2019 ENR 20-City Average, stainless steel sheet prices have increased 5.4% above a year ago.

11. Copper price increased slightly from the past year.
Copper prices have been lower but fluctuating after peaking in mid-2018. At +0.8%, December 2019 prices are
slightly above a year ago.
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12. Pipe prices have seen some major increases and minor decreases.
Per annual changes shown in the ENR January 20-City Average for January 2020, corrugated steel pipe is up
+1.6% for 12”, +0.8% for 36” and +2% for 60”; ductile iron pipe is down -0.5% for 6”, -0.9% for 8” and up +0.9% for
12”; reinforced concrete pipe is up +7% for 12”, up +3% for 24”, up +4.7% for 36” and up +2% for 48”; PVC sewer
pipe is up +8.9% for 4” and up +3% for 8”; PVC water pipe is down -0.5% for 6”, up +2.1% for 8”, and +1.6% for 12”;
and copper water tubing is up +0.3% for ½” and +3.2% for 1 ½”.
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About This Newsletter
Cost Trends is a publication created by the Hixson Cost Estimating department. Hixson Cost Estimator Sai Mattaparthi
compiled data and conducted analysis for this issue.
Having a professional in-house estimating department is distinctive in design/engineering firms and enables Hixson to
fulfill our commitments to design/engineer a project to an agreed-upon cost, by knowing our clients, their projects, and
the areas where those projects are built.
Because Hixson consistently works on projects throughout North America, we therefore have up-to-date information on
prices and conditions that affect our work. Sources used to compile this edition of Cost Trends include:
-

American Institute of Architects			
Associated Builders & Contractors, Inc.		
Associated General Contractors of America		
Compass International Reports			
Commodity Online					
Construction Data Company				
Dodge Data & Analytics				
Engineering News Record				
Deloitte						
Contractor, Endeavor Business Media			

-

Miles McClellan Construction
IHS Global Insight
Kitco
Portland Cement Association
Rider Levett Bucknall Consultants
R.S. Means, Quarterly Cost Round-up
Turner Building Cost Index
U.S. Bureau of Labor Statistics
FMI Corporation

Continuing Education
Hixson associates regularly participate in continuing professional education events across the country.
Recent events attended by Hixson’s Cost Estimating Group include:
•
•
•
•
•
•
•
•
•

Advancing Preconstruction & Estimating 2019 conference
Building Design & Construction’s “2020 Construction Cost Changes” webinar
Construction site visits to Hixson’s Projects
ACI Monthly Presentations
ASPE Chapter Monthly Presentations
ASPE National Certification Committee
ASPE Chapter Certification Committee Chairman
AACE Section Monthly Presentations
AACE Section President

Advocacy: Hixson is a “No-Bias” Company
At Hixson, we seek to serve as extended team members of our clients’ organizations, not as representatives of
companies with outside concerns. Therefore, we do not accept income or incentives – or sell/represent products –
from equipment suppliers, contractors or any company that could improperly influence our opinion. Because of this,
Hixson ensures that the information we present is unbiased and has been developed in the best interests of our clients.
659 Van Meter Street . Cincinnati, OH 45202
P: 513.241.1230 F: 513.241.1287
www.hixson-inc.com
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