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This report examines the current state of the New York City construction industry, drivers and barriers to growth, and the outlook for pipeline work, in order to 

assess the impact on construction cost and bid submission prices. 

New York City has seen a record amount of construction work over the past four years and consequently contractor and sub-contractor capacity are tight. This is 

felt in particular on large-scale, complex projects which require experienced contractors, though we have also seen the market tightening for sub-contractors in the 

below $50 million contract range. These labor constraints are adding to cost escalation and wider project risks. 

We expect capacity in the market to remain tight over the next 18 months to 2 years, with the consequent impact on prices. Project specific labor requirements 

will have to be taken into consideration, in particular whether potential contractors will have open, mixed shop or fully unionized labor arrangements. An increased 

number of non-union and open shop contractors may mean that project owners and developers have more choices and potentially a wider range of competitive 

bids for the projects.
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The New York City’s economy has now expanded for nine consecutive years, supported by rising corporate profits, firm job growth and high building activity across many con-

struction sectors. Despite expectations that the pace of growth will slow from next year, leading economic indicators point to continued optimism around business conditions.

NYC ECONOMIC BACKDROP
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FIG. 1: EMPLOYMENT TRENDS FIG. 2: EMPLOYMENT BY SECTOR FIG 3: VENTURE CAPITAL INVESTMENT

The pace of the expansion in recent years has been 

stronger than that of the national average, though 

this trend has reversed in the first half of this year. 

Nevertheless, many business sectors – and in 

particular the dominant services sector - continue 

to enjoy strong trading conditions and are conse-

quently adding jobs. 

Employment in the city has now increased for over 

eight years and over the last 12 months to July 2018, 

the City added 81,600 jobs (fig. 1). 

 Job gains were distributed across industries, with 

the exception of manufacturing and federal gov-

ernment. Education and health services, as well as 

professional and business services, by far the largest 

sectors in NYC, added the most jobs over the past 

year. Deregulation and the corporate income tax 

cuts enacted in the TCAJ of 2017 have particularly 

favored the banking sector. Construction also saw 

employment increase significantly in the past years 

(fig. 2).

NYC is the third largest venture capital market in 

the US, and venture capital (VC) investment in the 

New York metro area stood at 5.39 billion in H1 2018, 

compared to $4.41 during the same period in 2017 

(fig. 3).
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FIG. 5: EMPLOYMENT OUTLOOK

FIG. 4: GROWTH FORECAST

Our view: The pace of economic growth in 
NYC is widely expected to moderate from 
next year, as the fiscal stimulus runs its 
course, the labor market reaches capaci-
ty, high housing costs impact workers and 
companies alike, and rising interest rates 
moderate investment growth. Interest rates 
may climb more vigorously than anticipated, 
significantly increasing the costs of busi-
nesses and consumers. On the positive side, 
the federal stimulus may have a longer-term 
impact on growth than anticipated.

Activity in the real estate market is mixed. New 

commercial leasing activity appears to be strong 

across the major business areas, though vacancy 

rates remain relatively unchanged due to increased 

supply entering the market. According to Cushman 

& Wakefield data, vacancy rates in Manhattan stood 

at 9.2% in Q2 2018, unchanged from a year earli-

er. In Downtown, vacancy rates rose to 11.3% in Q2 

2018, largely due to the completion of 3 World Trade 

Center, which brought nearly 1.6 msf of available 

space to the market. On a weighted average basis 

commercial rents remained unchanged in the City, but 

they increase to record highs in Downtown. 

The residential market continues to cool, though the 

performance is mixed across areas. Some are seeing 

average sales prices and the number of sales to rise 

and others to decline. The new federal tax law that 

limits the deductibility of the mortgage interest and 

property taxes and the rise in mortgage interest rates 

are likely contributing factors.

Consumer price inflation has ticked up, as a tight la-

bor market increases private-sector average earnings. 

The NY Metro-area inflation rate, as measured by the 

change in the consumer price index, stood at 2.2% in 

July 2018, compared to 2.8% for the US average. 

The US economy continues to expand solidly, led 

by consumer spending, boosted by a strong labor 

market, somewhat higher wage rates and the new 

tax regime providing a moderate boost to household 

incomes. In anticipation of US tariffs and retaliation 

from affected countries, businesses and consumers 

are likely to have stocked up on goods, leading to an 

increase in net exports. Tensions around international 

trade continue to increase with the implementation 

of a 25% tariff on additional $36 billions of Chinese 

imports – and the expected tit-for-tat Chinese tariff 

on US exports – on the horizon. 

The consensus forecasts for the US foresees a moder-

ation in the pace of the expansion from 2019, unem-

ployment is expected to hit a low in the near term, 

while core consumer price inflation rises gradually. 

The consensus forecast foresees that the Fed contin-

ues to gradually raise the target range of the federal 

funds rate. 

The impact of the tariff escalation, which affects 

mainly goods, is expected to be limited on New York 

City, due to the service orientation of its economy. 

However, the city could be adversely impacted by any 

retaliatory non-tariff measures on service industries.

Leading economic indicators point to continued 

expansion of the NYC economy. The ISM current 

business conditions indicators jumped to 75 (an index 

above 50 indicates expansion) in July 2018, up 20 

points on June, and the highest in this decade. The 

ISM six-month outlook stood at a strong reading of 

77.8 in July.

Near term, the new federal tax law and the scaling 

back of financial sector regulatory reforms are good 

news for the City’s financial sector and growth more 

generally.  Growth is expected to tail off as a result of 

rising interest rates, as the Federal Reserve responds 

to a tightening labor market and inflationary pres-

sures.

The latest forecast by the New York City Comptroller 

expects the NYC to grown in line with the national 

average over the next three years (fig. 4). Employ-

ment growth is forecast to remain positive in the five 

years to 2020, but the pace of growth is likely to slow 

considerably (fig. 5). 

There are a number of risks associated with the 

outlook for New York City, mainly from uncertainty 

about the future path of federal monetary and fiscal 

policy, national trade policy that may impact the trade 

relations, as well as financial market volatility which 

is impacting the city much stronger than any other 

location in the U.S. 
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Official data point to buoyant national and local con-

struction activity. This is in line with our evidence from 

the market, where respondents to our New York City 

construction sector survey expect their workflow to 

remain strong over the next two years. 

State of play 

Nationally, construction spending in value terms stood 

at $1.317 billion in June 2018, 6.1% higher than a year 

earlier (fig. 6). Infrastructure spending in particular 

rose over the past year, led by transportation, water 

and energy-related work. Spending volumes in the 

non-residential and residential sectors are also at 

higher levels than last year, though more recently 

these sectors have seen a moderation in growths.

Construction starts totaled $772 billion in 2017 (13% 

higher than in 2016) and are expected to reach a 

similar amount in 2018. A stronger civil engineering 

sector is outweighing weaker starts in the residential 

and non-residential sectors this year.

The consensus forecast sees an increase in construc-

tion spending in 2018 in the range of 4-5%. Similar 

growth is expected for 2019, before forecasters ex-

pect a slowdown in the expansion. ConstructConnect 

forecasts construction starts to increase by 7.8% in 

2019, before growth moderates to 4-5% per annum in 

2020-2022. 

Views diverge amongst forecasters. Trade associ-

ations are generally more upbeat about industry 

prospects than others such as IHS Economics, who 

predict marginal volume growth over the next two 

years. More cautious forecasters point to the slow-

down in commercial and residential work, expecting 

investors and developers to be impacted by rising in-

terest rates and a turn in the business cycle. Increased 

project costs from key inputs such as structural steel 

could also slow the pace of activity, in particular in the 

high-rise commercial, as well as industrial sectors.

Forecasters who are more optimistic over the 2-year 

horizon point to buoyant consumer and business con-

fidence levels, post- natural disaster rebuilding efforts, 

a continued boost from the tax reform; and eventually 

count on the implementation of a national infrastruc-

ture package.

The national infrastructure package, promised by 

the current administration remains an uncertainty 

for the construction industry. As yet there are no 

clarifications to the current iteration of the proposed 

infrastructure plan which sets out a $200-billion 

federal investment over the coming decade, aimed 

at leveraging an additional $800 billion in state, local, 

and private investment. 

Adding to uncertainty are the changes to federal 

policies, which directly affect the cost and the supply 

chain of labor (by limiting immigration) and construc-

tion materials (through the introduction of steel and 

aluminum import tariffs).

CONSTRUCTION MARKET INDICATORS

FIG. 6: U.S. CONSTRUCTION SPENDING
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The value of construction work in the state of New 

York, measured in construction GDP has expanded 

for six consecutive years, driven by strong demand 

for residential and commercial space. Stripping out 

construction inflation, construction volumes have, after 

a strong 2015 and 2016, fallen back since the late 2016 

(fig. 7). Generally, however, the volume of construction 

delivered remains at a high and stable level.

Construction starts in the Greater New York City area 

jumped in 2017 to a near high of $54.8 billion (starts 

peaked in 2015). For 2018, starts are currently fore-

cast to total some $49.6 billion (fig. 8). Offices and 

commercial starts rebounded in 2018 after a couple 

of weaker years and many infrastructure projects 

also starting on site. In contrast, the flow of multi-unit 

residential projects – the largest sub-sector, dropped 

considerably this year, after a number of strong years. 

(fig. 9). 

In the more central New York City area, the value of 

construction starts peaked in 2015 at $41 billion in 

2015, but then dropped to $31.9 billion the following 

year, due to a slower flow of commercial, offices and 

residential projects. In 2017, starts picked up again and 

totaled $37.8 billion, driven by stronger public sector 

and institutional projects.

These official figures are in line with our evidence from 

the market, where our contacts report a strong interest 

by institutions to advance transportation, education, 

healthcare and leisure (museum, convention centers, 

etc.) projects. Commercial starts picked up this year 

amid strong corporate profits. Dodge Analytics report 

that the value of construction starts stood at $16.1 

billion in the first half of 2018, compared to $11.9 billion 

during the same period last year. This has been driven 

by a number of large commercial offices projects, such 

as Tishman Speyer’s $1.8 billion “The Spiral”, the $480 

million addition to the Hudson Commons building, 

or the $300 million “One Willoughby Square”. Hos-

pitably projects also saw a number of large schemes 

commencing on site. Transportation and institutional 

projects also remain buoyant.

FIG. 7: CONSTRUCTION OUTPUT

FIG.8: REGIONAL CONSTRUCTION STARTS

FIG. 9: CONSTRUCTION STARTS BY SECTOR
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Nearly all of the respondents to our NYC construc-

tion market survey report that their workload rose 

over the past 12 months, and the majority saw their 

workload increase by over 6% (fig. 10). Cited reasons 

for the strong performance are an increase in trans-

port infrastructure and education work, on the back of 

institutional efforts to improve their building stock to 

increase competitiveness, as well as stronger empha-

sis at state level to improve infrastructure provisions. 

At the same time, our respondents note a cooling in 

commercial and residential developers’ appetite for 

investment.

Industry expectations

ConstructConnect sees the value of construction 

starts in New York to remain at high levels of $46 to 

49 billion per annum between 2019 and 2022. 

Our survey respondents are somewhat more cautious. 

Whilst the majority sees solid work levels over the 

next two years, most expect workload to retract in the 

years after 2020.

Those who expect an increase in workload over the 

next two years cite still low interest rates, rising de-

mand for transport infrastructure investment, healthy 

order books, as well as the increased use of P3 and 

design-build procurement as drivers for the continued 

flow of projects.  The new tax structure could also lead 

to increased private sector investment. 

Cited downside risks to growth are resource con-

straints, changes in government spending plans, the 

economic backdrop, including US finances, and regu-

latory changes (fig 11). 

Signs of saturation and an expected period of correc-

tion in some market segments after a long period of 

expansion, as well as the increasing cost of construc-

tion as constraints on the market, are also factors seen 

as slowing the market over the medium term.  
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FIG. 10: WORKLOAD EXPECTATIONS AND RISKS TO OUTLOOK

FIG. 11: KEY RISKS TO INDUSTRY GROWTH

Our view: On the back of a boom in commercial and residential work, New 
York City’s construction market has hit highs in recent years, peaking in 
2015. Since then work levels have pulled back, but they generally remain 
at strong levels, as slower commercial work is being offset by investments 
in transport infrastructure as well as institutional programs. Current mar-
ket conditions support workflow in 2018 and 2019, with official indicators, 
as well as industry expert opinion pointing to continued growth. Howev-
er medium term, political and economic uncertainty around a turn in the 
business cycle, as well as regulatory uncertainty, some concern regarding 
overbuilding, and the rise in construction costs, is likely to slow the con-
struction pipeline from 2020 and the subsequent years.

-90%

-70%

-50%

-30%

-10%

10%

30%

50%

70%

90%

Last 12 months Next 5 years

P
e
rc

e
n

ta
g

e
 o

f 
re

sp
o

n
d

e
n

ts
 r

e
p

o
rt

in
g

 
in

c
re

a
se

/ 
d

e
c
re

a
se

 i
n

 c
o

m
p

a
n

y
 w

o
rk

lo
a
d

Source: Q3 2018 Dharam Consulting NYC Construction Survey

Construction industry current workload and expectations

Increase Decrease

0%

20%

40%

60%

80%

100%

Degree of certainty over future workload
Industry Opinion - % of respondents

Highly Certain Certain
50:50 Uncertain
Highly Uncertain

0% 10% 20% 30% 40% 50% 60%

Access to finance

Regulatory/ legislative changes

US/ regional economic performance

Change in government spending plans

Resource availability (labor, materials,
plant)

Source: Q3 2018 Dharam Consulting NYC Construction Survey

The majority of respondents view potential changes in government 
spending plans, as well as resource availability as the key risks to 
industry growth over the next 5 years.
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NYC CONSTRUCTION PIPELINE

New York City has a number of ambitious develop-

ment and infrastructure projects underway. The New 

York Building Congress estimates that work delivered 

on site will reach $52.5 billion this year, marking this a 

third consecutive year of record spending. Capacity 

in the market will remain tight, with many contractors 

and sub-contractors able to pick and choose their 

preferred projects, with the consequent impact on 

prices. Bar any major shocks to the market, this trend 

is expected to last over the next 18 months to 2 years. 

To assess the state of the construction procurement 

market, the impact on trade resources and cost infla-

tion, we have analyzed the currently known project 

pipeline in the New York market. 

Infrastructure investment

Improving infrastructure is one of the most pressing 

issues in the region. Investment needs range from 

transport and transit sector priorities, water and 

energy related assets. In 2015, the city administration 

embarked on a 5-year $100 billion infrastructure ini-

tiative, that included a $29.5 billion MTA Capital Plan 

to expand capacity on the transportation system, a 

roads and bridges program, and major investments 

in airports.  

The MTA’s current capital plan is its largest on record. 

In 2017 the $4.5 billion Phase 1 of the Second Avenue 

Subway was completed, New York City’s biggest 

expansion of the subway system in 50 years. In 

subsequent phases of the project the line will be ex-

tended. Phase 2 has not fully secured federal funding 

just yet, but has been given the green light to begin 

project development. Phase 2 is scheduled to begin 

construction in 2019/2020, with completion slated 

for 2027. 

The LaGuardia Airport redevelopment is considered 

the first new airport in the U.S. in more than 20 years. 

The LGA programme contains two mega projects.

The first is the $3.9 billion Central Terminal Building 

(CTB) Redevelopment and Modernization Project. 

The CBT is being developed under a Design-Build-Fi-

nance-Operate-Maintain (DBFOM) P3 contract, with 

a fixed price Design-Build component.  LaGuardia 

Gateway Partners were awarded the contract under 

a 35-year lease agreement. Substantial completion 

of the CBT is scheduled for 2022. The second is the 

$4 billion redevelopment of Delta Air Lines’ Terminals 

C and D. The redevelopment project includes the 

construction of two car parks, road and rail infra-

structure. A new East End Substation (EES) was 

constructed at the airport as a part of the project. 

Building on the existing 5-year infrastructure plan, in 

June 2018 Governor Andrew M. Cuomo announced a 

$150 billion infrastructure plan for the 5-year period 

from 2020. The program is planned to be funded by 

a combination of state, federal, local government, 

public authority, and private investment.



Private development

There are a record number of mega projects in 

the current New York pipeline, with many topping 

the $1-billion price tag. The majority of these have 

already started on site as part of masterplan pro-

grams. These large programs are being rolled out 

over a long timeframe and work will proceed as long 

as demand conditions allow developers to earn their 

expected returns. 

Among the most high-profile development, Hud-

son Yards is underway, with completion of phase 1 

envisaged for 2024. Within the Hudson Yards area, a 

number of large projects will be delivered within the 

2018 to 2019 timeframe, including 35 Hudson Yards, 

55 Hudson Yards and 3 Hudson Boulevard. Others, 

such as “The Spiral” started this year and will be con-

structed over the next three to four years. Manhattan 

West, Pacific Park Brooklyn, and buildings within the 

World Trade Center site have similar timeframes. 

The volume of construction work on site is testing 

capacity within the local supply chain, with con-

straints reported on the contractor and sub-contrac-

tor side.

According to our industry survey the main source of 

funding for projects comes from private fund raising 

(capital markets), academic institutional budgets 

and philanthropic funds/ donations. Survey respond-

ents also report an increase in P3 procurement on 

(very) large projects. 

The major projects in the currently known construc-

tion pipeline are listed in Table 1. The list is by no 

means exclusive and takes only those projects into 

consideration for which the construction cost and 

timeframes have been announced. Projects that 

recently completed have been largely omitted.
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TABLE 1: NYC LARGE-PROJECT PIPELINE OF CURRENTLY KNOWN PROJECTS

Source: ENR, Curbed NY, Skyscrapercenter.com, New York Times, Dharam 

Consulting

Project (Project Value > $300million Sector
Project Cost 

$ million
Start Completion Owner/ Developer Architects/ Designer

LARGE-SCALE PROJECTS UNDERWAY

Hudson Yards Mixed-use
$18,000 

(Phase 1)
2012 2024 Related, Moinian Group, and Tishman Speyer

KPF,SOM, FXFOWLE, and Diller Scofidio + 

Renfro with David Rockwell

15 Hudson Yards Resid. mixed-use $575 Q1 2015 Q1 2019 Related Cos, Oxford Properties Diller Scofidio + Renfro

35 Hudson Yards Resid. mixed-use $947 Q1 2017 Q3 2019 Related Cos, Oxford Properties David Childs, SOM

55 Hudson Yards (One Hudson Yards) Offices $840 Q1 2015 Q3 2018 Related Cos, Oxford Properties KPF

30 Hudson Yards Comm. mixed-use $577 Q2 2015 Q4 2019 Related Cos, Oxford Properties KPF

50 Hudson Yards Comm. mixed-use $1,690 Q3 2017 Q1 2022 Oxford Properties, 50 HYMC Owner LLC AAI Architects P.C.; Foster + Partners

3 Hudson Boulevard Office Building Comm. mixed-use $2,000 Q4 2017 Q1 2019 The Moinian Group  FXFowle Architects

The Spiral Comm. mixed-use $3,700 Q2 2018 Q2 2022 Tishman Speyer Bjarke Ingels

Hudson Commons Offices $480 Q2 2018 Q4 2019 Cove Property Group KPF , Gensler

Courtyard by Marriott (461 West 34th Street) Leisure+Hospitality $181 Q1 2016 Q4 2018 Marx Development Group DSM Design Group

Pacific Park Brooklyn (formerly Atlantic Yards) Mixed-use $4,900 2015 2017-2025 Greenland Forest City Partners COOKFOX, SHoP, TBA, KPF, Marvel

Manhattan West (5 Buildings) Mixed-use $4,500 Q2 2015 2024 Brookfield Properties, QIA

One Manhattan West Comm. mixed-use Q2 2015 Q4 2019 Brookfield Properties, QIA SOM

Two Manhattan West Offices Q1 2020 2023 Brookfield Properties, QIA SOM

Pendry Manhattan West Leisure+Hospitality Q3 2018 2021 Brookfield Properties, QIA SOM

LaGuardia Int'l Redevelopment - Terminal C and D Aviation $4,000 Q3 2017 2026 Delta Airlines Inc.; Port Authority of N.Y. & N.J. Burns & McDonnell; Corgan Associates 

LaGuardia Int'l Redevelopment - Central Terminal B Aviation $3,980 Q2 2016 Q3 2024 Port Authority of New York and New Jersey (PANYNJ) Hellmuth Obata & Kassabaum

2 World Trade Center Mixed-use $3,800 2013 2022  Silverstein Properties Bjarke Ingels Group

One Vanderbilt Mixed-use $3,100 Q3 2016 Q4 2020 Hines GS Properties KPF

Brooklyn Navy Yards Mixed-use $2,500 2016 2026 Brooklyn Navy Yard Development Corporation

Waterline Square Mixed-use $2,300 2014 2019 GID Development

One Waterline Square Mixed-use $316 Q2 2016 Q4 2018 GID Development Design Goldstein, Hill and West

Two Waterline Square Mixed-use $350 Q2 2016 Q4 2018 GID Development KPF

Three Waterline Square Mixed-use $300 Q4 2015 Q4 2018 GID Development Rafael Viñoly

Cornell Tech Campus Educ. mixed-use $2,000 Q2 2015 Q3 2017 Cornell SOM, Morphosis

Moynihan Train Hall/ Farley Post Office Renovation Transport $1,600 Q2 2017 Q3 2020
Amtrak; Empire State Dev Corp.; MTA/LIRR; Related 

Cos.; Vornado Realty Trust
Skidmore Owings & Merrill

Cricket Valley Energy Natural Gas Power Plant Energy $1,600 Q3 2017 Q1 2020 Advanced Power North America Bechtel

Domino Sugar Refinery redevelopment Comm. mixed-use $1,500 2015 2025 Two Trees Management PAU

1 Wall St Residential $1,500 2016 Q3 2019 Macklowe Properties SLCE

New York-Presbyterian (David H. Koch Center) Healthcare $1,300 2016 Q2 2020 New York-Presbyterian Ballinger,  HOK Pei Cobb Freed & Partners

Central Park (Nordstrom) Tower Resid. mixed-use $1,200 2014 2020 Extell Development Adrian Smith + Gordon Gill 

Jacob K. Javits Convention Center Expansion Leisure+Hospitality $1,200 Q3 2017 Q2 2021 LendLease Turner, Empire State Development tvsdesign

Essex Crossing Development Resid. mixed-use $1,100 2015 2024 Robert Moses SHoP, Handel, BBB,  Dattner

Greenpoint Landing - 2 residential Buildings Resid. mixed-use $1,000 Q2 2019 2021 Park Tower Group, Brookfield Properties

Flushing Commons Mixed-use $1,000 2014 2020  F&T Group, Rockefeller Group, AECOM Capital Perkins Eastman

53W53 Resid. mixed-use $860+ Q2 2015 Q2 2019 Goldman Sachs, Pontiac Land Group, Hines Jean Nouvel, Adamson Ass, SLCE 

Greenpoint Landing - 2 residential Buildings Resid. mixed-use $800 2016 Q4 2018 Park Tower Group, Brookfield Properties Handel Architects

9 Dekalb Avenue Mixed-use $750 Q1 2017 Q2 2019 JDS Development Group; The Chetrit Group SHoP

Memorial Sloan Kettering Cancer Center Healthcare $750 Q2 2015 Q1 2019 Memorial Sloan-Kettering Cancer Center,

1 and 3 Gotham Center Mixed-use $704 2016 Q3 2019 Tishman Speyer, Qatari Diar MdeAS Architects

The Jacx Offices $700 Q1 2017 Q1 2019 Tishman Speyer, Qatari Diar MdeAS Architects

Court Square City View Tower Residential $700 Q2 2018 Q1 2021 United Construction & Development Group Hill West Architects

Grand Central Terminal Station Caverns Transport $663 Q1 2016 2020 MTA  MTA 

Jackson Park Tower 1, 2, 3 Residential $640 Q1 2015 Q2 2018 H&R REIT, Tishman Speyer Properties Mack Scogin Merrill Elam, Hill West Architects

Montreign Resort and Casino, Kiamesha Lake, N.Y. Leisure+Hospitality $630 Q1 2016   Q1 2018 EPR Properties  JCJ Architecture

The Sewaren 7 NG-Fired Power Plant Energy $600 Q2 2016 Q3 2018 PSE&G  PSE&G

Queens Plaza Park Residential $550 Q2 2018 Q1 2021 Durst Organization Handel Architects

The Eleventh West Tower and East Tower Resid. mixed-use $500 Q2 2016  Q3 2019 HFZ Capital Group  Bjarke Ingels 

111 W 57 Residential Tower Residential $500 Q1 2014 Q1 2019 JProperty Markets Group, JDS Development SHoP Architects

Hunters Point South Residential Phase 2 Resid. mixed-use $500 Q2 2018 2020 NYC EDC, Gotham, RisBoro Community Partnership TF Cornerstone, ODA Architecture

Gowanus Canal Superfund Site Infrastructure $500 Q4 2017 Q4 2022 NGES NY Facilities; U.S. EPA Region 2 CH2M Hill

Vassar Brothers Medical Center Patient Pavilion Healthcare $466 Sept. 2016  Aug. 2019 Health Quest  RTKL Associated Inc.

New Brunswick-Trenton High-Speed Upgrade Transport $450 Q1 2016  Q2 2017 AMTRAK  AMTRAK 

MoMA Expansion Cultural $450 2016 2019 Museum of Modern Art Diller Scofidio + Renfro

111 Murray Street Resid. mixed-use $445 Q3 2015 Q3 2018 Witkoff Group, Fisher Brothers, New Valley KPF

685 1st Avenue Residential $407 Q1 2016 Q2 2019 685 First Reality Company  Richard Meier & Partners

Grand Central Terminal Concourse Transport $405 Q1 2015 2023 MTA

CityPoint Phase 3 Resid. mixed-use $401 Q4 2017 Q1 2019 Extell Development SLCE Architects

425 Park Avenue Offices $397 Q2 2015 Q1 2019 L&L Holding Co. Foster + Partners

The Greenpoint (10 Huron Street) Residential $385 Q1 2015 TBC Mack Real Estate, Palin Enterprises Design Ismael Leyva

Red Hoek Point (280 Richards Street) Mixed-use $355 Q4 2016  Q1 2019 Thor 280 Richards LLC  Foster + Partners, AAI Architects P.C.

Eagle Lofts Residential $350 Q1 2015 Q2 2018 Rockrose SLCE Architects

606 West 57th Street Residential $344 Q2 2015 Q2 2018 TF Cornerstone Arquitectonica

565 Broome Street Residential $320 Q2 2016 Q4 2018 Broome Property Owner JC LLC  Renzo Piano Building Workshop

New York Public Library Cultural $317 2020 2021 The New York Public Library Foster + Partners

N.Y. Methodist Hospital Expansion & Underground Parking Healthcare $310 Q4 2016  Q2 2020 New York Methodist Hospital  Perkins Eastman EE&K

Matrix Global Logistics Park Industrial $304 Q2 2016 Q1 2018 Matrix Development Group

One Willoughby Square Mixed-use $300 Q2 2018 Q1 2021 JEMB FXFOWLE

Zipper Building/ 181 Mercer/ NYU Greenwich Village Expansion Educ. mixed-use $300 Q1 2017 Q3 2021 NYU Facilities and Construction Management Davis Brody Bond; Kieran Timberlake Ass.

22 Thames Street  Residential $300 Q1 2015 Q3 2018 Michael Shvo, Vector Group and Bizzi & Partners Rafael Vinoly Architects

242 West 53rd Street Residential $300 Q3 2015 Q3 2018 Algin Management  CetraRuddy

Riu Hotel Leisure+Hospitality $300 Q2 2018 2020 Tribeach Holdings

OTHER LARGE-SCALE PROJECTS UNDERWAY

3 World Trade Center Mixed-use N/A TBC TBC Silverstein Properties/ Port Authority of NY/NJ

10 Halletts Point Resid. mixed-use N/A Q1 2016 2018+ The Durst Organization Dattner Architects

Gotham East 126th Residential Residential N/A Q4 2016 Q3 2018  Blumenfeld Development Group (BDG) Bjarke Ingels Group (BIG)

40 Tenth Avenue (Solar Carve ) Offices N/A Q1 2017 Q1 2019 Aurora Capital, William Gottlieb Real Estate Studio Gang

80 South Street Resid. mixed-use N/A TBC TBC China Oceanwide Holdings

262 5th Avenue (41 Units, 54 Stories) Residential N/A 2018 2020 Five Points Development; Kidum Group Meganom, SLCE Architects

500 Metropolitan Avenue Mixed-use N/A 2016 Q2 2018 Chetrit Group Kutnicki Bernstein

45 Broad Street (64-storey) Resid. mixed-use N/A 2018 2021 Madison Equities, Pizzarotti Group, etc CetraRuddy
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Figure 12 shows our estimation of cash flow from 

2017 and over the next few years, which includes 

projects shown in table 1. Based on the current pro-

jects in the pipeline, estimated construction times, 

and the assumption that most projects proceed as 

planned, we expect the current pipeline work to 

peak in 2020.

Our detailed analysis of the flow of trade resources 

within the current pipeline (major 30 projects only) 

is summarized in figure 13. Demand for concrete 

and steel works peaked in the second half of 2017. 

We are now expecting the peak demand for MEPS/ 

Enclosure to occur in the second half of 2018 and 

Fit Out during 2019 resulting in higher than 
expected bid prices for these trades. 

Figure 13 shows the revenue of general contractors 

in New York. Combined revenues of construction 

contractors totaled $26.2 billion in 2017, 6% higher 

compared to the preceding year. The top 10 

contractors accounted for nearly two-third of the 

market, with AECOM Tishman accounting for 15% of 

the revenue alone. The share of revenues of the Top 

10 designers fell from 46% in 2016 to 42% in 2017. 

Total designer revenues stood at $5 billion in 2017 

The top 10 saw their revenue grow by a modest 3.1% 

in 2017, which, stripping out inflation, indicates 

stable work volumes at best. 

 

FIG. 13:  ESTIMATED TRADE RESOURCE DEMAND 

FIG. 12: NYC PROJECTS CASHFLOW 2017 – JANUARY 2023

FIG. 14: NYC CONTRACTOR REVENUE

TRADE RESOURCES PEAK DEMAND MAJOR PROJETCS PIPELINE

Peak Site Concrete Q3 2017

Peak Steel Q4 2017

Peak MEPS/Enclosure Q4 2018

Peak FITOUT Q4 2019

Dharam Consulting
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Source: ENR

By Revenue, per year

AECOM Tishman Turner Construction Structure Tone Skanska USA Lendlease Hunter Roberts

Gilbane Building Co China  Construction America LPCIMinelli Inc Lechase Construction J.T. Magen & Co

Total 2017 Contractor Revenues $26.2 billion
Share of Top 10: 63%

Our view: Contractors and consultants alike expect 
robust demand conditions in the near to medium term 
across a number of sectors, public private and institu-
tional. Based on the pipeline, we see the pressure on 
resources to be maintained over the next two years at 
least, before an anticipated turn in the business cy-
cle and the rising construction costs could slow work. 
There are a number of large, long-term master plan 
developments ongoing, giving the market time to adjust 
to this level of work. However, assuming more projects 
currently not captured in the pipeline proceeding in the 
near term, this could put pressure on an already busy 
market. 
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MAJOR PRIVATE PROJECTS FOR WHICH THE CONSTRUCTION VALUE IS CURRENTLY KNOWN

Nov-16 Apr-17 Sep-17 Feb-18 Jul-18 Dec-18 May-19 Oct-19 Mar-20 Aug-20 Jan-21 Jun-21 Oct-21 Mar-22 Aug-22

15 Hudson Yards
35 Hudson Yards

55 Hudson Yards (One Hudson Yards)
30 Hudson Yards
50 Hudson Yards

3 Hudson Boulevard Office Building
The Spiral

Hudson Commons
Courtyard by Marriott (461 West 34th Street)

Pacific Park Brooklyn (formerly Atlantic Yards)
Manhattan West (5 Buildings)

LaGuardia Int'l Redevelopment - Terminal C and D
LaGuardia Int'l Redevelopment - Central Terminal B

2 World Trade Center
One Vanderbilt

Brooklyn Navy Yards
Waterline Square

One Waterline Square
Two Waterline Square

Three Waterline Square
Cornell Tech Campus

Moynihan Train Hall/ Farley Post Office Renovation
Cricket Valley Energy Natural Gas Power Plant

Domino Sugar Refinery redevelopment
1 Wall St

New York-Presbyterian (David H. Koch Center)
Central Park (Nordstrom) Tower

Jacob K. Javits Convention Center Expansion
Essex Crossing Development

Greenpoint Landing - 2 residential Buildings

Top 30 Current + upcoming major 
projects

Site/Concrete Steel MEPS/ Encl. Fitout

Source: Dharam Consulting
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Strong construction activity in New York has caused 

constraints on contractor and trades resources. 

Together with rising material prices, this pushed up 

bid submission prices considerably in a market which 

is already considered to have the highest cost of 

construction worldwide. Adding the introduction of 

import tariffs on key construction materials and the 

industry is set to see further price rises near term, 

which could have project owners questioning the 

viability of their schemes. 

Current construction costs

Building cost indices

National, the ENR building cost (BCI) index recorded 

a 3.4% increase year-on-year in August 2018, mainly 

driven by the materials component which increased 

4.9% in the year to August. The rise in labor costs re-

mains contained. Skilled labor costs are up 1.6%, while 

common labor costs rose 1.9% year-on-year in August. 

The Turner Cost Index shows that bid submission 

prices rose by an average of 4.1% per annum between 

2012-2017, accelerating to 5% last year. In the first half 

of 2018, bid submission prices rose by 5.4%. National-

ly, Turner expects outturn costs to rise by an average 

of 4% per annum between 2018 and 2020, though un-

less there is a major slowdown of work, we see prices 

submitted by contractors to turn out higher, as suppli-

ers of key materials push through prices increases. 

Local market capacity 

Our survey shows a mixed picture of resource avail-

ability within the local construction supply chain. 

According to respondents, the industry currently 

experiences significant capacity constraints on the 

sub-contractors/ trades and also general contractor 

side. The majority feels that the supply of materials is 

balanced. 

The industry does not expect labor supply capacity to 

balance in the near to medium term, with all of those 

surveyed expecting a shortage of trades. A high-

er share of survey respondents sees some material 

supply constraints on the horizon. The market for 

consultants is expected to remain balanced. There are 

some constraints expected on the supply of plant + 

equipment, but generally these are not as pronounced 

as on the labor side. Generally, these constraints are 

not seen as severe (fig. 16).

FIG. 15: U.S. CONSTRUCTION COST INDICATORS
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FIG. 16: NEW YORK CONSTRUCTION MARKET CAPACITY
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Input costs trends

Survey respondents report that wages & salaries, as well as 

material prices exerted the significant upward pressure on 

input costs over the past year. All respondents saw wages & 

salaries increase markedly, with half of respondents indicated 

that they rose by more than 5%. The majority of respondents 

saw their profit margins increase over the last year, some of 

them significantly. A minority saw their margins decrease (on 

average 1-5%) (Fig. 17). 

Looking ahead, the industry expects, on balance, input cost 

pressures to be maintained over the next five years (Fig. 18). 

The majority expects further increases in wages & salary 

costs, as well as material and fuel costs. Despite the Tax 

Reform, which is seen as beneficial to businesses, our survey 

respondents expect a rise in the tax burden to increase their 

business costs. Despite the input cost pressures, more than 

half of survey respondents are confident that their profit 

margins will increase over the next five years.

New York City remains the market with the highest cost of 

construction in the U.S. Costs are considerably higher than 

the national average because of labor costs (fig 18). The ENR 

building cost index (BCI), which contains skilled labor is 52% 

higher in New York than the national average. The construc-

tion cost index (CCI), which contains a higher labor com-

ponent made up of common labor is 70% higher than the 

national average. The rise in labor costs above the national 

average is particularly evident in common labor measured 

within the CCI. Whereas the CCI in New York was 50% higher 

in 2010 than the national average, this has risen to 70% 

above the national average today.

ENR figures show that building costs in New York rose by 

1.9% in 2017, while construction cost jumped by 9.9%. In Au-

gust 2018, building and construction costs were up 4% and 

3.2%, respectively year-on-year. The NYBC reports increased 

use of overtime, and an ability for contractors to pick and 

choose which projects to pursue, as the main reason for  

pushing up costs.

FIG. 17: INPUT COST TRENDS

FIG. 18: INPUT COST TRENDS
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Labor Costs

The high cost of construction, and in particular labor, 

as well as the lack of skilled labor and construction 

professionals are frequently cited as major challenges 

for the local industry. 

Construction employment has increased since the 

Great Recession of 2009/10, and is at record highs. 

The pace of annual growth has slowed from 7.5% in 

2015 to 5.4% in 2016 and 2.4% in 2017, though some 

sub-sectors, such as specialty trades have seen higher 

employment increases.  

The ENR skilled labor cost for NYC index increased by 

1.5% in 2017, while the common labor cost index rose 

jumped by 10.7%. In August 2018, the skilled and com-

mon labor indices were up 4.1% and 3.2%, respectively 

year-on-year.

Sub-contractors in particular are spread-thin and are 

able to pick and choose their preferred projects, with 

work often marked up by 20% to cover margins and 

main office overheads. In addition, our sources in the 

market report that there are limited bidders for sub 

$50m projects. Bidding volatility has been large with 

up to 50% swings on some bid returns.

Smaller and more complex new build and renovation 

projects will pay a premium for the foreseeable future 

as trades become very selective with how they 

choose to tie up their limited available resources. 

Trades will always prefer fast track and simple 

residential and commercial offices projects, rather 

than more specialist, complex schemes, such as arts 

and renovation education projects.

Against this backdrop, a widely discussed trend is the 

increased share of open-shop work undertaken. There 

are plenty of non-union sub-contractors now oper-

ating in the mainstream New York market and most 

construction managers and general contractors have 

accepted the use of mixed union/non-union sites. 

The open-shop trend started in the residential market 

in the outer boroughs, but is now very much evident 

in the central New York core on non-residential com-

mercial projects. Indeed, developers and general con-

tractors argue that using open-shop on their private 

sector sites decreases labor costs and increases their 

capacity and flexibility of the labor pool from which to 

draw resources for projects. 

Prevailing wages for specific union trades are shown 

in table 2. Non-union wage levels can vary considera-

bly, but are seen as substantially lower than prevailing 

wages, especially on the benefits side. According 

to industry reports, open-shop wages for the same 

trades can be 30% that of union trades and depend-

ing on the project requirements for contractors/ 

sub-contractor deployment this will have a large 

impact on construction costs.

However, construction managers and general contrac-

tors have experienced some downsides with regards 

to insurance capability, management and supervision 

levels with non-union subs. Wrap up deals such as 

CCIP and OCIP are better suited for non-union subs as 

they have difficulty with carrying their own insuranc-

es, which can run to 10% on trade cost. The lack of 

management staff retained by non-union subs also 

means that CM/GC’s have to provide added General 

Conditions which pushes up their own costs. 

Open-shop is not being implemented on public pro-

jects, where state law requires that workers are being 

paid prevailing wages and project labor agreements 

(PLA) stipulate a certain percentage of union workers 

on job sites. 

The use of open-shop is seen as a critical change in a 

market like New York City where rules have long man-

dated that construction workers on major sites must 

have apprentice training in order to be employed, 

which has long been the fortress of unions. However, 

BuildingNYC, a contractors’ and developers’ organiza-

tion has launched a training program to compete with 

the monopoly of the building trades.

In another market development, developers and con-

tractors now seek to deal with trade unions individual-

ly, rather than through the Building and Construction 

Trades Council of Greater New York, with developers 

hoping to reap savings and concessions from building 

trades willing to negotiate. For example, it has been 

reported that the union carpenters have negotiated a 

separate deal on the Hudson Yards development. 

The shift is raising tensions within the industry, which 

in some cases is jeopardizing collaborative building 

efforts. This is worrying given that the industry is en-

joying a long run of strong workflow. Typically, we are 

seeing such behavior in a turning market, when com-

petition and cost containment become critical issues.

TABLE 2: PREVAILING WAGES

$ per hour Laborer Painter Stoner Mason Plumber

2010 Wage Rate 36.6 36.0 44.4 49.1

Supplemental Benefit 26.3 21.8 32.1 35.3

Total 63.0 57.8 76.4 84.4

2018 Wage Rate 41.5 42.5 53.6 67.3

Supplemental Benefit 40.6 28.6 41.7 31.8

Total 82.1 71.1 95.3 99.1

Change 2010 - 2018 30% 23% 25% 17%

CPI 2010 - 2018 YTD 14%

Source; New York City Comptroller

Laborer (Foundation, Concrete, Excavating, Street Pipe Layer and Common)

Painter (Brush & Roller)

Stone Mason - Setter

Plumber

NEW YORK PREVAILING CONSTRUCTION WAGES
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Material Prices

Material prices have increased significantly over the 

past 18 months. We expect material prices to fluctuate 

in the near term, as international demand and domes-

tic policy changes with regards to the introduction of 

tariffs on key inputs impact the market.

On average, material prices in New York City increased 

by 3.4% in 2017, in line with the national average. In 

August 2018, material prices in New York, according to 

the ENR figures were up 3.5% year-on-year. 

Oil prices have risen, but remain below historic highs. 

We expect moderate upward pressure on energy and 

fuel costs over the medium term. Copper prices have 

increased significantly since the beginning of 2016. 

Copper price changes are typically reflected in the 

cost of MEP related materials, which are expected to 

increase as a result. 

The US administration, in March 2018, imposed a 25% 

tariff on steel and 10% on aluminum imports. Tem-

porary exemption granted to key importers were 

retracted on June 1, 2018. Import tariffs now apply to 

the majority of steel and aluminum imports. The most 

significant steel imports under tariffs are flat and long 

products from Canada, the EU and Mexico, as well 

as steel sections from the EU. The steel tariffs intro-

duce uncertainty into the market at a time when the 

construction industry is enjoying years of sustained 

growth, but also capacity constraints, rising cost 

pressures from both labor and building materials and 

concerns over a cyclical slowdown in activity.

Steel prices have already increased since the latter half 

of 2017, partly due to global demand factors and antic-

ipation of the tariffs. From December 2017, steel prices 

spiked. Since then some steel products prices appear 

to have stabilized at the higher level. Average rebar 

prices stood at $695.5/ ton in July 2018, while plate 

stood at $961/ ton and HRC at $906/ton (fig. 19).

FIG. 19: U.S. STEEL PRICES 
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Fabricated structural steel prices continued to rise in recent 

months (fig. 20). As long as steel demand remains strong, 

manufacturers and suppliers will seek to pass on the full 

cost impact of the tariffs on their products. Some man-

ufacturers taking advantage of tight market conditions, 

increasing prices beyond 25%. We see this as opportunity 

pricing from fabricators/installers who are already busy and 

therefore able to increase their profit margins under the 

blanket of ‘the tariff effects’. At the same time, US produc-

tion is likely to be ramped up under the new policies, which 

should over time level out prices.

Our analysis shows that construction projects costs could 

rise in the range of 0.4% to 1.3% overall due to the steel 

tariffs. For a full analysis of the impact of the US steel and 

aluminum tariffs on US construction costs see our Special 

Note “The impact of the US steel and aluminum tariffs on 

US construction costs”. 

The rise in cement prices continues to moderate. In the 

three months to July 2018 they were up 2% year-on-year 

(fig. 20). Cement price increases typically closely mirror the 

construction spending growth, though current construc-

tion activity as measured by the official figures is rising at a 

stronger level. 

Lumber costs jumped in 2017 due to a 24% tariff on im-

ported Canadian lumber, which in turn allowed US mills to 

raise quotes. This has caused the price of framing lumber to 

spike (fig. 20). Prices continued to rise in 2018, up 16% in the 

second quarter of 2018 compared to a year ago. 

After a drop in early 2016, gypsum prices rose substantial-

ly in 2017, up 9% compared to a year earlier. In the three 

months to July 2018, they were up 3.8% year-on-year. The 

latest price announcements from the National Gypsum 

Price Bulletin affecting all shipments through December 31, 

2018 are shown in table 3. 

 

FIG. 20: PRICE MOVEMENTS OF MAJOR MATERIALS 

TABLE 3: PRICE ANNOUNCEMENTS

 Material/ Price change January 2018 June 2018 

Gypsum Wallboard +15% +15% 

Interior Finishing +7% +3% 

Cement Board +10% +4% 

Plaster +7%  

Source: National Gypsum Price Bulletin, July 2018 
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Softwood Lumber



Outlook for construction prices

We expect firm construction volumes to maintain the 

competition for contracting and labor resources. Local 

labor capacity is tight. This is felt in particular on large-

scale, complex projects which require experienced 

contractors. These labor constraints are adding to cost 

escalation and wider project risks. We have also seen 

the market tightening for sub-contractors in the below 

$50 million contract range, with these projects unable 

to attract a wide bidder range. 

Project specific labor requirements will have to be 

taken into consideration when assessing labor cost 

escalation over the next two years, for example wheth-

er potential contractors will have open, mixed shop 

or fully unionized labor arrangements. An increased 

number of non-union and open shop contractors may 

mean that project owners and developers have more 

choices and potentially a wider range of competitive 

bids. 

We expect material prices to continue to fluctuate 

on the back of global demand and domestic policy 

changes with regards tariffs and potentially more 

import restrictions. Depending on the quantitative 

changes to imports, the impact on steel prices is size-

able. At the same time, US production is likely to be 

ramped up under any new policies, which should level 

out prices. 

A number of mega developments are being rolled 

out in New York, which continue to transform central 

boroughs. Consequently, we do not foresee a slack in 

capacity utilization in the next two years and bid sub-

mission prices will reflect the tightness in the market. 

In NYC, the vast majority of our survey respondents 

report an increase in their bid submission prices over 

the past year, with many seeing increases of above 

5%. On average, we saw bid submission prices in 2017 

increase by 5%. Within sectors and among projects, 

cost escalation can vary significantly, depending 

on the type of labor agreement and sector specific 

demand levels. For example, commercial offices have 

seen higher bid submission escalation in recent years, 

due to a substantial increase in the amount of work 

underway, as well as the development of prime, built-

to-suit office spaces. 

Our survey suggests that experienced contractors able 

to deliver large-scale, complex projects benefit from 

residential and commercial projects being awarded to 

established contractors with a delivery track record. 

The pricing of project components such as overheads 

and profits has increased consequently. 

Bid submission prices are expected to further increase 

over the next two years. Infrastructure and institutional 

work are picking up, non-residential construction is ex-

pected to remain strong, and residential work is fore-

cast to slow. At the same time, the continued increase 

in competition from non-union contractors could put a 

lid on bid submission escalation. 

Bid submission prices are forecast to increase by 5-6% 

in 2018. After that, our central scenario foresees price 

escalation to moderate to 4-5% in 2019 (Fig 21, 22). 

If a large national infrastructure package would be 

announced that would benefit the city, demand could 

increase beyond levels currently foreseen, which in 

turn could push construction price inflation back up to 

recent levels. Similarly, should the cost of key mate-

rials increase significantly due to further changes in 

trade policies, this could push up prices stronger than 

forecast. On the downside, should work levels in the 

current pipeline not be replaced with sufficient pro-

jects due to a decrease in demand, pricing levels could 

stabilize a lot quicker than currently envisaged.

FIG. 21: NYC BID SUBMISSION PRICES
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FIG. 22: NYC BID SUBMISSION PRICE FORECAST

Our view: We expect competition for con-
tracting and labor resources to be main-
tained in the local market. At the same time, 
prices for many building materials are also 
rising. Given the current pipeline, tender ac-
tivity remains strong this year, but is expect-
ed to moderate over the course of 2019. 
Bid submission price escalation is expected 
to peak in 2018 and trail off modestly from 
2019.
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Construction work in NYC is at a high level. There are 

significant resource constraints in the market, most 

notably on the contractor and trades side, many of 

which able to pick and choose their preferred projects,  

pushing up prices. The main risk to the industry, apart 

from an early  turn in the business cycle and regulatory 

uncertainty, are current cost pressures, which could im-

pact the flow of private sector developments.

Achieving cost certainty

Our central cost forecast scenario for 2018 foresees bid 

submission price escalation in New York at a relatively 

high rate of 5-6%. We expect price escalation to slow 

moderately over the next few years, as large projects 

complete and master plan projects within Hudson 

Yards and other large infrastructure programs such as 

LaGuardia airport redevelopment are being rolled out 

over a longer time frame. There are significant risks to 

the construction cost outlook, which creates opportu-

nities, but also poses challenges to project cost estima-

tion and profit margins within the supply chain. 

Price escalation would moderate with an earlier than 

expected turn in the business cycle or if the recent 

spike in input costs causes project owners to re-eval-

uate the delivery timeframe of their projects. Signifi-

cant increases in labor costs and higher interest rates 

(although still low) could slow capital investment.

Price escalation could also edge higher. Material prices 

are rising, due to global factors, a significant uplift in 

demand from post-natural disaster rebuilding efforts, 

as well as the introduction of import tariffs on steel, 

aluminum and lumber products. In addition, there is a 

large number of significantly sized projects in the local 

development pipeline. 

The current uncertainty over material prices increases 

the level of risk that contractors and subcontractors 

need to address when bidding for projects, as they are 

vulnerable to price fluctuations between pre-construc-

tion advice, bid-submission, and contract award. The 

likely response is an increase in bid prices to cover the 

risk of fluctuation, or the addition of a clause that limits 

the time-period a price can be held. 

We recommend that project owners and contrac-

tors with projects in the earlier construction stages 

(planning and design) review their cost assumptions 

for structural, reinforcing, and other steel components, 

and consider price adjustments to mitigate the upward 

price risk. Also, project contingencies should be as-

sessed considering recent market events. 

For projects in bidding phase, project owners and con-

tractors should review their procurement and contrac-

tual obligations for sourcing steel products. In addition, 

bids should be evaluated with regards to the duration 

of price guarantees and price fluctuation clauses 

specific to steel products cost in to limit budget risks. 

Buyers could also consider options for early procure-

ment of steel components to lock in prices.

Investment priorities 

The industry believes that there are plenty of oppor-

tunities in the region and across sectors. Companies 

are focussing on business and customer development 

both to retain existing and acquire new clients, to 

capitalize on opportunities and achieve their business 

growth targets (fig. 23). Recruiting a skilled workforce 

and providing training to increase workforce skills is 

another key area, a direct consequence of the labor 

constraints experienced in the market. 

Project performance and risk mitigation

More than two-third of the respondents to our industry 

survey expect their workload to increase over the next 

five years, though most expect growth to trail off after 

2020. Efficient project execution is a key priority for 

the industry to meet their growth expectations. 

Our survey shows that more than half of those that 

respondent currently has underperforming projects, 

and the majority state that 50 to 75% of their projects 

are delivered on time and on budget.

The main reasons cited for underperformance are 

unexpected risks impacting the projects, as well as 

changes in project scope or design, and poor stake-

holder engagement. 

We have seen that optimism bias relating to setting 

project targets, assumptions and forecasts around 

risks, as well as cost and time estimation are inherent 

in our industry. The uncertainties around these can be 

reduced via high-level risk assessment, starting at the 

initial planning phase of the project. We typically see 

an increase in performance when risk management is 

implemented as an integral part of project planning 

and the decision-making process, as opposed to a 

process that follows after the plan is developed and 

decisions are made. In our experience, early engage-

ment of stakeholders in the risk management process 

has also increased project collaboration throughout 

the design and delivery phases.

The potential for project underperformance could be 

decreased significantly by better risk management and 

removing sources of uncertainty. Key factors include:

• Design completion, 

• Efficient project supervision

• Finding and investing in the right people

• Considering different procurement options 

• Managing interface risks.

www.dharamconsulting.com 15

KEY POINTS AND IMPLICATIONS

FIG. 23: COMPANY INVESTMENT PRIORITIES 
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Alternative procurement methods

Keeping with the efficient risk management topic, we 

are seeing a shift towards more P3 and design-build 

(DB) projects. This trend that has been slower to 

emerge in New York than in other US locations, and 

there are also inconsistencies between New York City 

and the state of New York. Current legislation in New 

York City still make it difficult for the private sector 

to implement DB and P3 contracts, and it is almost 

impossible for the public sector. 

State law also generally prohibits DB contracts for 

state or local governments. Only a limited number of 

state organizations claim various exemptions from 

Law and have been authorized to utilize it. In a recent 

exception, the Tappan Zee Bridge has been delivered 

by the NYS Thruway Authority using a DB contract. 

Another example is the design-build delivery of the 

Kosciuszko Bridge between Brooklyn and Queens and 

the procurement of the Jacob J. Javits Convention 

Center. The most-high profile P3 contract now being 

undertaken in New York is the LaGuardia Airport 

redevelopment. This project will play out over a period 

of years, and if it is concluded successfully, it may 

increase the interest in a broader application of P3s in 

the area.  

One reason that has been cited for the reluctance of 

legislators to authorize DB and P3 projects, is the per-

ception that under these contracts the project owners 

“hands over control”, a view that is seen problematic 

for public sector assets. Another reason cited is the 

opposition of trade unions. 

Although in other locations trade unions have success-

fully negotiated project labor agreements under DB 

contracts, there appears to be the belief that DB con-

tracts inherently move away from these agreements. 

This is not the case, as with any other contract, the 

project owner still dictates the terms for the delivery 

team, including PLA’s or local worker requirements. 

The case for DB and P3s is compelling, demonstrated 

by the ongoing support for it in established markets, 

as well as the emergence of new markets where the 

private sector and public authorities are recognizing 

the potential. 

Design-build projects have one contract for both 

design services and construction, and involve the early 

collaboration of designers, engineers, contractors, and 

any other significant project stakeholders. When done 

right, this integrated project delivery (IPD) reduces the 

need for design and scope changes, reducing project 

costs.

For P3’s, the opportunity to source private funding and 

the optimal risk transfer of financing, design, construc-

tion, and operations are clear and well understood 

benefits. The reason for P3 project failures rarely lies in 

the rationale and principles of P3s, but is more often 

due to mistakes in the way projects are put in place.

As the future of federal support for infrastructure 

funding is unclear, New York may have to look into 

adopting alternative project procurement methods to 

improve delivery. We see design-build projects and pri-

vate partnerships as yet an underutilized tool in New 

York to deliver projects, modernize facilities, increase 

efficiency, and reduce costs.
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