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* Construction costs continue to increase in the wake of the
Covid-19 pandemic

Problem Statement

* School districts applying for awards are requesting to waive their
local share of projects

e Continued cost escalation will limit the state’s ability to meet
Increased demand for school improvements statewide
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Recent Costs of Major Higher Ed and State Agency Projects
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projects have become more
expensive.

The Bureau of Labor Statistics’
producer price index (PPI) for new
school construction projects
increased substantially during the
pandemic.
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National Producer Price Index (PPI) for New School Building Construction
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Cost of School Construction vs. National Producer Price Index (PPI)
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Actual Construction Costs and Construction Index Estimates
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Construction costs increased during Decreasi ng Su pply
the pandemic due to e Tight labor market

* material costs, e Workforce shortage, particularly in

* supply chain disruptions, and \/ rural NM
B /
The supply chain has mostly

stabilized, but some material and

equipment costs remain high. Increasmg Demand

Labor appears to continue to drive e Public construction (state and federal)
cost increases, with surges in state , . .

and federal money for public projects e Private commercial construction
contributing to the tight market. e Residential construction
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Legislative Capital Appropriations and Outstanding Funds, 2018-2023
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Annual State Funding Awarded by/Requested from PSCOC
(in millions)
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The total employment in
construction and related
industries in New Mexico is
near — but still below — its
peak.

New Mexico’s employment in
construction and related
industries has never exceeded
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New Mexico Employment in Construction & Related Industries
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Supply

Mexico are below surrounding
states.

In 2010, New Mexico’s
construction wages were the 7t
lowest in the nation. In 2022, they
were the 4t [owest in the nation.

On average, New Mexico
construction laborers make 20
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Average Weekly Construction Wages
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Increases in construction wages
have not kept pace with increases
in construction costs.
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Options for Future Research

Policy Areas for Further Research

e Continue investments in career technical education
* Effect of project delivery and procurement methods on cost and
efficiency
The construction workforce is at capacity * Regional competition and opportunities to attract out-of-state
contractors and incentivize rural work
* Capital appropriations strategies to prevent flooding the market
with new projects

School districts cannot afford their local match, Update PSCOC waiver policies
even after SB131 shifts a greater share of costs Explore options to provide districts with financing options
to the state * Revisit state and local match formula
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