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WHAT IS INCLUDED THE DATA WE USE?

Construction Starts - Backlog – Spending - Forecasting

HOW DO WE GET FROM START TO FINISH?

Current $ - Inputs - Inflation – Final Cost – Constant $

WHAT RISK TO YOUR PROJECT / BUSINESS PLAN?

Revenue – Inflation - Volume – Jobs - Growth
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NEW STARTS AND STARTING BACKLOG

New Starts = Contract Awards

Cash Flow = Project Spending over time

Spending = Sum of Cash Flow this month from all Projects 

Backlog = Remaining Estimate to Complete Under Contract

 

 

Market SHARE captured in the Dodge New Construction Starts survey is a 
critical factor in utilizing Starts data to forecast spending activity. We could 
see a 5% increase in New Construction Starts and yet not see an increase 
in the spending forecast. It could be an increase in market share captured 
in the survey. It takes several years of data to see this. 
 
 
 

  



Slide 5 

 

Forecasting – Starts vs Spending
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Starts is not Spending. Starts must be adjusted for share of total market, 
then spread out over time using cash flow curves to get spending. Need to 
look at a minimum of 3 to 4 years of starts to predict spending in the next 
year. Starts here is Dodge Data. 
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Forecasting – New Starts
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.

TOTAL+24%

BLDGS +25%

INFRA   +19%

2021+2022
2 yr totals

RSDN  +35%

Mnfg    +53%

HiWay   +28%

PubWrks+32%

Comm  +33%

 

 

A New Start is a contract award. New Starts in this analysis are forecast 
from raw data and are adjusted by Construction Analytics to represent full 
spending. Starts are also adjusted for historical Dodge average annual 
revision. 
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Summary Starts and Backlog
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New Construction Starts 2021 2022 2023

Residential 20% 6% -5%
Nonresidential Bldgs 10% 13% 8%

Manufacturing 26% 22% 12% 
Non-bldg Infra 8% 10% 9%

Starting Backlog Jan.1 2021 2022 2023

Residential 19% 20% 6%
Nonresidential Bldgs 2% 8% 13%
Non-bldg Infra 3% 6% 8%

 

 

Residen al Starts in 2020 were up 19%.  Nonres Bldgs and Nonbldg were only 1% 
to 3%. In 2022 and 2023, Residen al is slowing and Nonresiden al is picking up. 
Nonresiden al Bldgs starts in the 2nd half of 2022 recorded best growth ever. 
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Construction Spending Forecast May 2023
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Nonres Bldgs Spending reversed in Q3 2021, now headed up. Decline in Starts 
held down spending for 16 months. Keep in mind nominal spending data s ll 
includes infla on which does not add to volume growth. 
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Summary Spending Forecast
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Nonres Bldgs and Non-bldg Infrastructure Outlook for 2023 adds $150 
billion in new work in 2023, $80 billion in 2024.

Spending Actual/Forecast 2021 2022 2023

TOTAL 8.5% 10.6% 4.7%
Residential 25% 13% -9%
Nonresidential Bldgs -6% 12% 21%
Non-bldg Infrastructure -1% 2% 16%

Spending Includes Inflation   Spending = Revenue
Revenue IS NOT Business Volume

 

 

Residential starts have been booming. 

Nonresidential starts began climbing in mid-2021 and really took off in 2
nd

 
half 2022. Most spending from starts occurs in the year following the start, 
(Nonres bldgs 2023 +21%). 
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Types of Construction Inflation Indices

 INPUT INDICES

 Labor & Material

 PPI Materials

 Input Indices DO NOT 
include margins

 OUTPUT INDICES

 Selling Price

 PPI Trade Cost

 PPI Building Type

 Output Indices DO include 
margins = Final Cost

Construction Analytics

3

edzarenski.com

 

 

Trade subcontractors may use Input indices to develop labor or material bid 
pricing, but an owner or CM/GC would need an Output index to adjust the final 
cost es mate of a building over me. Output indices represent total project cost. 
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Inflation Output or Final Cost Indices

NONRESIDENTIAL BUILDINGS
 Construction Analytics Building Cost Index

 Turner, Rider Levett Bucknall, Mortenson

INFRASTRUCTURE

 I H S Power Plant, Pipeline, Refinery Costs

 National Highway Construction Cost Index 

RESIDENTIAL

 U S Census Constant Quality Single Family Home
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These Output cost or Final cost indices can be used to move whole project costs 
over me. Nonresiden al Buildings, Non-building Infrastructure and Residen al 
Indices vary greatly from each other. Use an index that applies to building type. 
 
 
 

  



Slide 23 

 

Construction Analytics Inflation Indices
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The plots here show Construc on Analy cs indices (the highlighted data in the 
table above). 
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Summary Inflation Inputs/Outputs
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More than anything else   Know what is included in an Index

Input Indices DO NOT include margins.  Some don’t include labor.

Output Indices should be used to inflate project cost over time.

Nonresidential Bldgs Final Cost Inflation 30 yr average is 3.75%.
2014-2019 - 6 yrs avg = 4.4%        2021 = 8% highest since 2007

2022 INFLATION   Rsdn +16%  Nonres Bldgs +12%  Nonbldg +14%

 

 

 

  



Slide 27 

 

Current Year Spending vs Current Year Volume 
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This table shows actual spending, inflation and volume (spending minus 
inflation) in current $ each year. These are the values plotted in the 
following plot. 
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Current Year Spending vs Current Year Volume 
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Spending is the value commonly tracked. It does not represent real 
business volume growth. Volume is spending minus inflation.  
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Behind the Headlines
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CONSTANT $ = VOLUME OVER TIME 

Revenue = Current $ With Inflation
Volume = Current $ minus Inflation

Constant $ = Volume Over Time

Jobs Need is Dependent in Volume Growth
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Forecasting Construction Data – Jobs
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Construc on SPENDING since Jan 2020 +24% 
Construc on INFLATION since Jan 2020 +30%  
Construc on VOLUME since Jan 2020 -6%  
Construc on JOBS since Jan 2020 +4%  
Jobs should move at the same rate as Volume (spending minus infla on) 
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Summary Revenue vs Volume & Jobs
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Current $ = Spending = Revenue

Current $ minus Inflation = Volume

Constant $ = true growth in volume over time

Volume dictates Staffing Needs
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Business Risk Due to Inflation

ASSESSING RISK 

Business Plan – Are you tracking Revenue or Volume?

Project Estimate – Have you addressed Inflation?

Staffing Needs – Are you basing on Volume?
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Thank You

Ed Zarenski

Construction Analytics

edzarenski@gmail.com

@EdZarenski

edzarenski.com

Construction Analytics

3

edzarenski.com

 

 

 

 

 


