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B COMMITTEE Study Committee
Problem Statement

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

e Continued cost escalation will limit the state’s ability to meet
Increased demand for capital improvements to public schools,
higher education institutions, state facilities, and local

iInfrastructure
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C o S ts Total Project Cost Per Sq. Ft. Over Time
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Other Recent Construction Costs
Public Schools, Higher Education, and State Agency Projects
$1,400
@ Public School Projects CNM Trades
° Building
$1,200 @ HED Projects
(@)
O State Agency Projects Veteran's Home
| inTorC @
$1,000 inTor o ° o
The costs of recent higher education o o
1 1 ‘ State Police
p.rOJ.ects appear to be foIIowmg $800 tate Polc e &
similar trends to those of public 8
schools. $600 | ® ® e® @
@ @
@ (0} © @
@
$400 | 0 o .\
@
o © ® ® © UNM College of
200 | Nursing
$ @
$0 | e
O © N~ 0 (0} o ~1 AN (90) <
~ I ~ 1 ~ AN AN AN (o] AN
o o o o o o o o o o
N AN N AN N AN N AN AN AN
Source: LESC and LFC Analysis of PSFA, APS, SFPS, HED, and State Agency Data




Costs

Rising costs are a topic of concern
for the Higher Education Capital
Outlay Committee.

Costs will likely present a challenge
for the 2024 G.O. bond funding
cycle.

cost per square foot
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2024 Higher Education Requests Anticipate a Doubling of Construction Costs Since
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Estimated Total Project Cost Per Square Foot for Higher Education Projects in
Neighboring Markets
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higher than costs in neighboring
markets.
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\Nationally, school construction
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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C o S ts Cost of School Construction vs. National Producer Price Index (PPI)

$1,200 500

(@)
450

$1,000 (@
@ 400

. . : (@}
New Mexico’s school construction 5800 National producer 8 350
. price index for new
costs have closely mirrored the Actual school school construction | @ 300
. . construction costs
national trend until recently. per sq. ft.

$600 @ @@ 250

\ @ 6] ..0 200
%R ged

Certain construction projects
approved in recent months have

producer price index (national)

cost of school construction per sq. ft. (NM)

substantially exceeded the national ® @ 100
$200 o o0 e @@ >
of ao o @ 50
@ 6}
$- e 0
© N~ 0 (&2} o i N o < Lo © N~ 0 (0} o i N [92]
o o o o b 1 i 1 ~ — 1 - 1 1 (o] (o] (o] AN
o o o (@) o o o o o o o o o o o o o o
AN AN AN AN AN AN Q] N AN Q] AN Q] N AN AN N AN AN

Source: LESC Files and FRED




NEW MEXICO
LEGISLATIVE gislative

ECL B AN G5B cation

COMMITTEE Study Committee

‘ o S t S Actual Construction Costs and Construction Index Estimates
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Impact

The cost of construction is inextricably
tied to the state and local match
formula and the statutory waiver
criteria.

Higher construction costs means
higher local matches.

Districts that can’t afford their local

match will request larger waivers from
PSCOC.

Larger
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*In January 2018, PSCOC altered the methodology for calculating FCI, so FY18 scores are not directly comparable to prior year scores.
The statewide average FCI of 50.3 percent for FY18 is equal to approximately 32.6 percent using the previous methodology.
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Supply and Demand Effects

Construction costs increased during Decreas| 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. Increa5|ng 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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Increased Capital Appropriations are Contributing to Construction Demand
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legislative session decreased the local
match for projects by 33 percent for
most school districts, and 50 percent
for micro-districts.

The reduction has increased demand
for PSCOC funded projects.

Most districts applying for PSCOC
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Private and Public Construction Spending in New Mexico, 2016-2022

(in millions)
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Number of Wage Decisions for Public Construction
Projects in New Mexico
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https://www.census.gov/construction/c30/c30index.html
https://www.bls.gov/cpi
https://www.bea.gov/data/income-saving/personal-income
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industries in New Mexico is near 80
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New Mexico’s employment in *0
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peak of 105 thousand laborers in
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New Mexico Employment in Construction & Related Industries

Peak Employment: 105 thousand (2008)
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Supply

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
percent less than the U.S. average
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Average Weekly Construction Wages
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Construction Cost Trends
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Policy Considerations

“ Considerations and Research Questions

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

_ , e Update PSCOC waiver policies
School districts cannot afford their local match,

even after SB131 shifts a greater share of costs ¢ Explore options to provide districts with financing options

to the state o
e Reuvisit state and local match formula
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