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The national elections are finally over and President Obama has been 

re-elected. That’s the headline, but there is a subheading too. The 

electorate has chosen to keep most of the Senate and House in place; 

so after all the election rigamarole, we are pretty much where we were 

before the election, only moving closer to the edge of the “cliff.” Now 

what? To echo what many pundits and heads of state were saying 

the day after the election, it is time to get back to work. Our NRCI 

panelists will tell us that they have been working all along and working 

hard to get more work. Jobs, projects and project funding—that has 

been the focus of the construction industry since the recession—and, 

according to our latest reading for the NRCI, the needle hasn’t moved 

much off center since the beginning of the recession. 

Despite all of the challenges, there is slow progress, and the NRCI has 

been in positive territory since the first quarter of 2010. On average, 

the NRCI has been just a bit above average for the past two years 

and now registers 55.5, only 0.7 points higher than last quarter, after 

flirting near 60 earlier in the year. Nonetheless, anytime one talks in 

terms of averages, it is important to note that average is not that good, 

and there are quite a few businesses operating with below-average 

backlogs and higher delays and cancellations for projects in their 

markets. Concerned that we might be losing some of the momentum 

we gained earlier in the year, we returned to the questions about delays 

and cancellations without limiting the question to just owner financial 

reasons. The good news is that project delays and cancellations are 

unchanged since we asked about them in the fourth quarter last year, 

but they continue to run at rates about three times what panelists 

would consider normal in times before the recession. Lack of project 

funding still leads the list of reasons for project delays, but market 

uncertainty is a close second. Regulatory delays and changes in project 

scope were lesser reasons, but still significant. In a related question 
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Overall Economy: 
The NRCI index component for the overall economy rose 

5.7 points in the fourth quarter to 53.8. A positive move but 

19.1 points lower than the high for the year in the second 

quarter. 

Overall Economy Where Panelists Do Business: 

Closer to home, the index component rose for local markets 

where panelists do business, but at 56.4 this quarter, it is still 

15.2 points lower than the results in Q2. 

Panelists’ Construction Business: 

Improvements in the outlook for the broader economy have 

not been enough to pull up the component for panelists’ 

construction business, which dropped 1.6 to 58.3 in the 

fourth quarter.

Nonresidential Building Construction Market Where 

Panelists Do Business: 
At 53.8, there was no change in this component from last 

quarter.

NRCI Fourth Quarter 2012 Highlights

about regulations, we asked about panelists’ experience with the Office of Federal Contract Compliance Programs (OFCCP) and 

the agency’s latest push to assure that contractors working on government projects were in compliance with affirmative action and 

equal opportunity regulations. While only 20 percent of panelists have had recent experience with the OFCCP, 59 percent of those 

panelists said the interaction was rigorous. 

Opportunities are out there, but sometimes they are harder to find. Thirty percent of panelists this quarter said owners have 

downscaled projects, and 22 percent are seeing more projects being proposed in phases with no guarantee that the next phases 

will be done. The growth in energy-related construction has helped some companies find business, but 45 percent of panelists 

are working in regions where there is no energy boom. Where are the next opportunities coming from? Panelists cited power, 

manufacturing and industrial as their best bets in the near term. Health care construction was also cited frequently for projects 

ranging from clinics and health care manufacturing to hospitals. With the amount of competition out there, not everyone wanted 

to answer that question, and some are just not sure where they will find their next opportunities.

And then there is the aftermath of Superstorm Sandy to deal with in the Northeast. More than two weeks later, the citizens of the 

hardest-hit areas of New Jersey and New York are still reeling and trying to recover some sense of normalcy before a thorough 

assessment of the damage can be made. It will take many billions of dollars to recover, and much of that will need solutions from 

the construction industry for new and repaired housing, communications, transportation work, and inspection and rehabilitation 

for flooded buildings. After the recovery, there will a great deal of talk about how to reduce the damage and impact to lives the next 

time. It is too soon to tell how much this will affect the markets for next year.

Executive Summary continued ...

Change in Backlog: 

The drop of 1.6 in the expected change in backlog matches 

panelists’ expectations for their overall business. The 

component now stands at 56.8.

Cost of Materials: 

The cost of materials for construction continue to rise as 

the component dropped 9.2 points to 23.5 this quarter. 

(Note: As labor and materials costs go up, the index 

components go down.)

Cost of Labor: 

At 31.2, the cost of labor is essentially unchanged for the 

last three quarters. (Note: As labor and materials costs go 

up, the index components go down.)

Productivity: 

The productivity index slipped 0.8 points, as improvements 

seen in the first two years of the recession are now harder 

to find.



FMI Nonresidential Construction Index
3

Delays and Cancellations: 
We last asked panelists about delays and cancellations in the 

fourth quarter of 2011. The results for the fourth quarter 

of 2012 show essentially no change. Lack of funding is still 

the top reason for project delays; but uncertainty in the 

economy/markets runs a close second, followed by owner 

budget cutbacks.

Project Size: 
Related to budget cutbacks, compared with five years ago, 

panelists are experiencing some downsizing of projects in 

their markets. Thirty-seven percent said, “Yes. Owners have 

downscaled projects,” and 22 percent said, “More projects 

are being proposed in phases.” 

Energy-Related Construction: 
As the exploration and mining of shale formations for natural 

gas and oil and other energy-related projects for wind and 

solar represent the closest thing to a boom in construction, 

we asked if it has helped to pick up construction in other 

sectors of nonresidential construction. Forty-five percent 

of panelists said, “No. There is no boom in energy projects 

in the regions we work in.” However, 12 percent have seen 

more activity in related industrial building, and 21 percent 

are seeing more activity in commercial construction where 

there is more energy construction.

Market Opportunities: 
Looking for pockets of economic improvement, we 

asked panelists this quarter what their biggest market 

opportunities for the next six months were. From a wide 

variety of responses, the two general categories receiving 

the most mentions were markets for energy/industrial/

manufacturing and health care-related projects from assisted 

living to hospitals. 

Office of Federal Contract Compliance  

Programs (OFCCP): 
As more contractors compete for federal contracts, 

contractors have a greater chance of meeting the agency 

representatives regulating affirmative action and equal 

opportunity regulations. We asked panelists what their 

experience has been with OFCCP compliance efforts and 

audits. Only 20 percent have had recent experience with 

the OFCCP compliance efforts. Of that number, 59 percent 

would characterize the interaction as rigorous and/or 

aggressive regarding expectations and requirements of the 

OFCCP. Comments from panelists on this issue ranged from 

“not a major issue” to an “Egregious overreach, requiring 

compliance on projects for which the regulations are not 

intended or applicable.”

FMI Nonresidential Construction Index (NRCI) Scores  |  Q1 2008 to Q4 2012  
(Scores higher than 50 indicate expansion, below 50 indicate contraction.)

EXHIBIT 2



FMI Nonresidential Construction Index
4

Delays and Cancellations:

We last asked panelists about delays and cancellations in the fourth quarter of 2011. The results for the fourth quarter of 2012 

show essentially no change. However, we modified the question to consider delays and cancellations caused by more than financial 

reasons. Lack of funding still is the top cause of project delays, but uncertainty in the economy/markets runs a close second, 

followed by owner budget cutbacks.

Current Issues

Project Delays and Cancellations,
NRCI Q4 2012

EXHIBIT 3
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Project Size

Related to Budget Cutbacks, compared with five years ago, panelists are experiencing some downsizing of projects in their markets, 

as 37 percent said, “Yes. Owners have downscaled projects, and 22 percent said, “more projects are being proposed in phases.” If 

this turns out to be a long-range trend, we expect it to be market-specific, as 22 percent of panelists said it depends on the market, 

and 20 percent have seen no change. In some cases, especially for larger projects, there may be a trend for more bundling of projects 

even though there may be fewer megaprojects in the near term. The risk here is that the midsize projects are becoming scarcer at 

this time.

What are the main reasons for project delays?EXHIBIT 4

Comments on Project Size Changes:

 � In the retail sector, renovations of existing property have 

increased two- or three fold. However, revenue is sub-

stantially lower, and the fees are very competitive for this 

“higher”-risk segment of the market. The same is true 

with other commercial markets.

 � We are not seeing volume of “major” ($50 million or 

greater) projects in our region. Lots of smaller projects 

instead.

 � The large commercial office space market has declined 

dramatically, and so those new building projects dropped 

off. We are thus seeing smaller average project size, but 

with continued flow of new opportunities.

 � More owners looking at additions (modified) as opposed 

to new buildings.

 � For us, projects are becoming larger and more complex. 

Environment is more competitive than ever, so prices are 

still quite low, resulting in lower dollar projects that are 

more complex.

As compared with five years ago, 
are you seeing changes in average 
project sizes in new projects?

EXHIBIT 5
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Energy-Related Construction 

As the exploration and mining of shale formations for natural 

gas and oil and other energy-related projects for wind and 

solar represents the closest thing to a boom in construction, 

we asked if it has helped to pick up construction in other 

sectors of nonresidential construction. Forty-five percent of 

panelists said, “No. There is no boom in energy projects in 

the regions they work in.” However, 12 percent have seen 

more activity in related industrial building, and 21 percent 

are seeing more activity in commercial construction where 

there is more energy construction. The bottom line is that 

energy projects, like infrastructure projects, do spark some 

related nonresidential construction. Now we need to find 

similar stimuli for those parts of the country not affected by 

energy and mining development.

Has the growth in energy-related construction (solar, wind, natural 
gas) helped your nonresidential markets?

EXHIBIT 6

Market Opportunities

Looking for pockets on economic improvement, we asked 

panelists this quarter what their biggest market opportunities 

for the next six months were. The question was open-ended, 

and we received a wide variety of responses, but the two 

leading categories were markets for energy/industrial/

manufacturing and health care-related projects from assisted 

living to hospitals. Multifamily construction was among 

the few other categories with multiple mentions, but most 

responses were more specific, often niche markets, with the 

exception of a couple of broad categories for large projects 

like transportation and “very large public infrastructure.” In 

other words, there appear to be few singularly hot markets, 

but there are opportunities to be uncovered out there.
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Office of Federal Contract Compliance 

Programs (OFCCP)

As more contractors compete for federal contracts, 

contractors have a greater chance of meeting the agency 

representatives regulating affirmative action and equal 

opportunity regulations. We asked panelists what their 

experience has been with OFCCP compliance efforts and 

audits. Only 20 percent have had recent experience with 

the OFCCP compliance efforts. Of that 20 percent, 59 

percent would characterize the interaction as rigorous and/

or aggressive regarding expectations and requirements of the 

OFCCP. Comments from panelists on this issue ranged from 

“not a major issue” to an “egregious overreach, requiring 

compliance on projects for which the regulations are not 

intended or applicable.” For some, this was seen as the normal 

cost of doing business, and they were better-prepared for an 

audit. Only 29 percent said they have changed processes or 

have had added expenses due to OFCCP compliance. 

Addressing the mobilization of aid to the victims of 

Superstorm Sandy, President Obama stressed that FEMA 

and others in the government responding to the storm were 

not to let the work be tied up in red tape and bureaucracy. 

Many in the construction industry are looking for that same 

attitude for regulations affecting the construction industry. 

Have you had any recent experience 
with OFCCP compliance efforts, either
ongoing or in the past 12 to 24 months?

EXHIBIT 7

If yes, would you characterize the interaction as rigorous and/or 
aggressive regarding their expectations or requirements?

EXHIBIT 8
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If you have had an interaction or compliance audit, have the following 
areas been pursued?

EXHIBIT 9

Have you changed, enhanced, expanded or otherwise spent more 
resources and time on OFCCP compliance issues over the past two 
years?

EXHIBIT 10
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* A note on the use of the diffusion index: Do not interpret diffusion index values in the same manner as averages, because a simple increase or decrease in 
a diffusion index does not necessarily imply an improving or declining result. For example, if a diffusion index moves from 31 last quarter to 35 this quarter, 
it does not imply the market has improved. A reading above 50 indicates improving or expansion, 50 indicates remaining the same, and below 50 indicates 
worse or contracting. Therefore, if a reading goes from 31 to 35, then the result still implies a decline from the previous quarter because 35 is below 50; 
but the decline is not as great as the previous decline because 35 is above 31. As another example, if the diffusion index changes from 31 to 65, it implies 
improvement over the previous quarter, not because 65 is above 31, but because 65 is above 50.

NRCI Scores
> 50 indicates growth (better)
< 50 indicates slowing (worse)

Delays and CancellationsFMI Nonresidential Construction Index Detailed Results by Market Sector EXHIBIT 11

Dangerously Low                    Very Low / Significant Drop                    Low Positive Growth Indicator                                          Very Positive Growth Indicator
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Delays and Cancellations

Note: NRCI scores and component scores are based on a diffusion index where scores above 50 represent improving or expanding, a score of 50 represents remaining the same, and 
a score below 50 represents worse than last quarter or contraction.

EXHIBIT 13
Size of the Organization in Annual Revenue Type of Contracting Business Primary Region in Which Panelists Work

EXHIBIT 14 EXHIBIT 15

Delays and CancellationsNRCI Component Indexes — Comparisons of Results: Q1 2012 to Q4 2012 EXHIBIT 12

Dangerously Low                    Very Low / Significant Drop                    Low Positive Growth Indicator                                          Very Positive Growth Indicator
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* A note on the use of the diffusion index: Do not interpret diffusion index values in the same manner as averages, because a simple increase or decrease in 
a diffusion index does not necessarily imply an improving or declining result. For example, if a diffusion index moves from 31 last quarter to 35 this quarter, 
it does not imply the market has improved. A reading above 50 indicates improving or expansion, 50 indicates remaining the same, and below 50 indicates 
worse or contracting. Therefore, if a reading goes from 31 to 35, then the result still implies a decline from the previous quarter because 35 is below 50; 
but the decline is not as great as the previous decline because 35 is above 31. As another example, if the diffusion index changes from 31 to 65, it implies 
improvement over the previous quarter, not because 65 is above 31, but because 65 is above 50.

NRCI Scores
> 50 indicates growth (better)
< 50 indicates slowing (worse)

Delays and CancellationsFMI Nonresidential Construction Index (NRCI) Component Results Q3 2012 and Q4 2012 EXHIBIT 16

Dangerously Low                    Very Low / Significant Drop                    Low Positive Growth Indicator                                          Very Positive Growth Indicator



All individual responses to this survey will be confidential

and shared outside of FMI only in the aggregate.

All names of individuals responding to this survey will

remain confidential to FMI.

H O W  T O  B E C O M E  A N  N R C I  P A N E L I S T

If you are an executive for a construction firm in nonresidential building markets and would like 

to become a panelist for the FMI Nonresidential Construction Index, please send your information 

or questions about this survey to Phil Warner at pwarner@fminet.com. The survey is sent 

to panelists quarterly and should take approximately 10 minutes to complete. Panelists will 

receive the full quarterly report free of charge.

CONFIDENTIALITY

A B O U T  T H I S  R E P O R T

The data in this report is presented as a sampling of 

construction industry executives voluntarily serving 

as panelists for this survey. The responses are based 

on their experience and opinions, and the analysis is 

based on FMI’s interpretation of the aggregate results. 

All trends are based on a limited series of data that 

may or may not represent the larger population. We 

must caution that major decisions should not be 

made without additional investigation and research of 

specific geographic and construction market segments.
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Raleigh — Headquarters
5171 Glenwood Avenue

Suite 200
Raleigh, NC 27612

T 919.787.8400
F 919.785.9320

Denver
210 University Boulevard

Suite 800
Denver, CO 80206

T 303.377.4740
F 303.398.7291

Scottsdale
14500 N. Northsight Boulevard

Suite 313 
Scottsdale, AZ 85260

T 602.381.8108
F 602.381.8228

Tampa
308 South Boulevard

Tampa, FL 33606
T 813.636.1364
F 813.636.9601

About FMI
FMI is the largest provider of management consulting, investment banking and research to the engineering and construction industry. 

We work in all segments of the industry providing clients with value-added business solutions, including:

 � Strategic Advisory

 � Market Research and Business Development 

 � Leadership and Talent Development 

 � Project and Process Improvement 

 � Mergers, Acquisitions and Financial Consulting 

 � Compensation Data and Consulting

 � Risk Management Consulting

Founded by Dr. Emol A. Fails in 1953, FMI has professionals in offices across the U.S. FMI delivers innovative, customized solutions 

to contractors; construction materials producers, manufacturers and suppliers of building materials and equipment, owners and 

developers, engineers and architects, utilities, and construction industry trade associations. FMI is an advisor you can count on to build 

and maintain a successful business, from your leadership to your site managers.


