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The outlook for nonresidential construction in 2015, according 
to NRCI panelists in the first quarter, continues to brighten as the 
NRCI index gained two points over the fourth quarter and matched 
the first quarter of 2014. “That’s good!” you say. “No, that’s bad,” 
to follow the old routine made famous by Archie Campbell (1914 
-1987) of Grand Ole Opry and the old television program “Hee 
Haw” fame. One of the reasons the economy seems to have taken 
a turn for the better is the sudden and steep drop in oil prices, and 
that means less work for companies and workers in the oil fields. 
“That’s bad.” No, that’s good. Contractors in shale-oil regions have 
been having a hard time finding workers anyway, and lower fuel 
prices mean more money in our pockets for other things like that 
new truck you have been wanting. “That’s good, for sure.” No, 
that’s bad. As consumers spend more, they will want better stores, 
new hotels and schools. So now construction companies are facing 
the challenge of having enough people to keep up with increasing 
backlogs. “That’s bad.” Well, you are getting the picture. The story 
of our current economic condition is mostly a happy story, but we 
could keep this routine going for several pages, and that could get 
bad. NRCI panelists will be facing increasing challenges of finding 
profitable work and good workers to perform that work in 2015. 
However, those are much better problems to work on than having 
no backlog and laying off workers. And if that doesn’t make you 
smile a little, check out some of Archie Campbell’s old bits on 
YouTube. 

The reason that comedy routines like those of Archie Campbell 
and others make us laugh is that they tell a good story, and we can 
put ourselves in that story. The stories we can tell for our current 
economic situation are full of “that’s good/no, that’s bad” scenarios. 
Like most winters of recent memory, we have seen some record-
breaking storms stall commerce around the country. That’s bad for a 
lot of people, but that’s good for those who make a living removing 
all that snow, fixing dented cars and all the other occupations that 
help to alleviate the problems caused by emergencies and bad 
weather. Many depend on that overtime to make their wages for the 
year. The boom in the oil fields in recent years is now experiencing 
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Overall Economy: 
Panelists’ view of the overall economy moved up a solid 6.7 
points this quarter to 78.8. 

Overall Economy Where Panelists Do 
Business: 
An improving national economy is now registering with the 
economy where panelists do business as this component 
improved 6.5 points to 78.3. 

Panelists’ Construction Business: 
Panelists for the NRCI have started to put the struggles of 
the recession in the past and are now facing the challenges 
of growth as they become more optimistic about their 
construction business with the component at 74.1.

Nonresidential Building Construction Market 
Where Panelists Do Business: 
Although there are a few panelists whose business continues 
to struggle depending on their markets or geographic region, 
this component moved up a solid 3.4 points to 74.6.

NRCI First Quarter 2015 Highlights

a bit of a bust. Boom and bust go together, so it shouldn’t have been that unexpected; but like the sudden drop in homebuilding, it 
seemed to take the experts by surprise. Although not likely to be near as big a problem for the overall economy, some regions will 
go from boom to bust in a hurry. However, don’t count out growth in the oil and gas sector too soon. With refineries facing strikes, 
slowing production, and oil and gas companies cutting back on capital spending and hiring, gas prices appear to be bottoming out. 
The sharp drop in energy prices could be short-lived. The turmoil and uncertainty in economies around the globe will also affect 
energy prices one way or the other. Meanwhile, lower energy prices will help boost current economic growth. 

The overarching problem is discovering what we can do to make the economy more sustainable and stable. That’s a goal worth 
striving for if we don’t want to continue hiring and laying off every few years. It would also help to attract good people looking for 
careers in construction, not just a job for a few months at a time. Worth striving for, but hard to attain. That’s where we get the old 
saying, “Make hay while the sun shines.” From the results of our NRCI survey this quarter, it looks like our panelists are starting to 
make hay and looking for ways to keep the sun shining in an often-challenging economy. That’s good, isn’t it?

Executive Summary continued ...

Expected Change in Backlog: 
After struggling to stay above eight months during the 
recession, the median backlog for all panelists is now 10 
months, and panelists expect this number to improve as 
the year goes on.

Cost of Construction Materials and Labor: 
Greater opportunities and more work also lead to the need 
for more good people and increased materials. That is the 
scenario for increasing costs for labor and materials, and 
true to form, costs are rising for these components. The 
result is that higher costs hold down growth in the NRCI 
index.  

Productivity: 
Productivity was highest when there were fewer projects 
and fewer people to work on them. As that scenario has 
been reversed, contractors struggle to make significant 
improvements in productivity, and the index component 
for productivity has changed little in the past two years.

Thanks to all of the panelists who 
help make the NRCI a useful gauge of 
nonresidential construction activity. We 
value your opinions and appreciate your 
taking the time to share your experience.
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FMI Nonresidential Construction Index (NRCI) 
Scores  |  Q1 2010 to Q1 2015  

(Scores higher than 50 indicate expansion, below 50 indicate contraction.)

EXHIBIT 2

Employment Trends:
NRCI panelists have reported on expected changes in employment of full-time, direct employees for seven years. That history gives 
us a good picture of the changing economy for contractors. Last year was a good year for hiring, and 2015 promises to be another 
strong year for increasing employment. However, panelists continue to struggle to find the right people for their needs.

Expectations for Construction Put in Place in 2015:
For 2014, panelists’ expectations of growth in construction put in place were upwards of 5%. FMI’s latest readings for 2014 show 
growth of 6% for CPIP. For 2015, only 16% of panelists expect little or no growth in construction put in place, with 79% expecting 
up to 5% and more. 

Top Business Challenges for 2015:
With the strong outlook for growth in both employment and projects, hiring talented people is by far the highest challenge for 
panelists’ companies in 2015. That is followed by finding profitable work and increasing productivity. 

Current Issues
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What changes do you foresee in the number of F/T direct employees in your organization 
for the coming year? (Results for 2011-2015) Excluding natural attrition, retirements, etc.

EXHIBIT 3

Employment Plans for 2015
Panelists’ comments on hiring plans for 2015 sound like a help wanted list, particularly for positions like project manager, 
superintendents and estimators. As we have seen in past years, there is always room for exceptional individuals, and the types of 
positions and skills that panelists are seeking to hire are very specific. There is no sense that construction companies are desperately 
going out and hiring whoever they can find; yet there is a strong sense that it has become harder to recruit and retain the right 
people with the right skills. Thus, the war for talent is on again, and that will continue to drive up wages for certain skills and trades. 

Overall, 2014 was a strong year for hiring as the unemployment rate for construction workers was cut in half over 2013 levels, and, 
at 6.4%, it is currently nearing the national unemployment rate of 5.8%. These facts will challenge contractors to up their game for 
recruiting and retaining the right employees for office and executive levels as well as project labor. As we found in a recent study of 
large contractors, the market has quickly “gone from culling to pulling.”

Current Issues
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Comments on planned staff  
changes for 2015:

 � Add quality professionals. Add project managers. 
Add project engineers.

 � Adding PMs, PEs and supervisors.

 � Adding superintendents and engineers with a few 
estimators and project managers.

 � Additions are to accommodate expected growth.

 � All depends on workload.

 � Back to hiring recent college graduates.

 � BIM, project management, service techs, 
accounting.

 � Close to adding personnel but not quite over the 
hump in terms of continued backlog increasing.

 � Competition for talent will cause a rise in 
compensation.

 � Continued stress in maintaining quality talent 
and attracting new talent. Competitors are paying 
substantial above-market salaries to attract talent 
to meet short-term objectives.

What are your key considerations or criteria for hiring for salaried employees? 
(NRCI data from 2011 to 2015)

EXHIBIT 4
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 � Current backlog and anticipated work in the 
pipeline will necessitate growth of our office and 
field staff.

 � Experienced professional staff (PMs, estimators 
and project executives) continues to be in 
extremely short supply. They are protected by their 
current employers, and they will have a great deal 
of leverage moving into this year.

 � Hired 10 salaried employees in 2014. First time 
we have hired in six years. Total current salaried 
employees = 20.

 � Hiring the right people but being very selective.

 � Hiring to accommodate growth.

 � Increasing the number of new recruits sought from 
college.

 � It is a new-hire market. Companies are paying 
higher salaries; they may or may not have the 
benefits package to go along with the wages, in 
order to acquire the help. Today’s young employees 
look at the bottom line on their check instead of 
the long-term goal. Their quality of life is more 
important than the long-term benefit.

 � It is all dependent on the price of oil. We are OK if 
it settles in the $65 range.

 � It is hard to find qualified construction 
professionals; we will hire any that we find.

 � Looking for construction field operations people 
and technical estimating personnel.

 � More support staffing, project engineers, etc.

 � Need a safety officer and estimator.

 � Only hiring where strategic or absolutely required 
for the workload. Alternatively, possible upgrades 
if great people are available.

 � Our backlog is staying at an all-time high, and we 
are filling some entry-level positions to support the 
level of work that we have.

 � Our BIM department is growing quite a bit.

 � Our volume could grow approximately 15%, so 
we will need to add salaried positions. We will also 
need to replace tradesmen who are retiring in the 
next few years.

 � We will possibly add two senior professional 
positions, project manager and estimator.

 � Push to do more with current staff.

 � Staffing increases on large mega jobs across 
the country. Static staff in all other parts of the 
business.

 � Staffing new projects continues to be a challenge. 
Losing many of our older employees to retirement 
and health issues.

 � Still hard to find good-quality engineers and 
construction sales professionals.

 � Substantial staff changes were made in 2014. 
Changes in 2015 will be more strategic.

 � We already hired a few in fourth quarter 2014.

 � We are focused on strategic hires that meet our 
goals in our various market segments.

 � We are hiring people to manage construction on a 
measured basis.

 � We continue to need and seek more technical 
professionals. Specific skills in electrical and 
mechanical engineering and BIM modelers.

 � We grew our business in 2013 and 2014 
incrementally in anticipation of 2015 and 2016.

 � We have added a significant number of people in 
the last 18 months, and it is time to prune the tree.

 � We just finished expanding our office facility 
to accommodate additional staff. We will be 
strengthening our organization and processes in 
2015 to prepare us to take advantage of what we 
expect will be a very healthy business environment 
in 2016-2018.

 � We will add staff only as required to address 
current business needs.

 � Will add people we have needed for a while 
but held off hiring until signs of economic 
improvement.

 � Will be hiring PMs, APMs.

 � Will staff up project management to match 
increasing project level.

 � The workforce is aging, and we are facing 
retirements in the next few years that will affect 
our company.

 � Working hard to identify future leaders at a young 
age. Looking to reduce expensive overhead.

Comments on planned staff  
changes for 2015: continued
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Top Business Challenges for 2015

As noted above, with the strong outlook for growth in both employment and new projects, hiring talented people is by far the 
highest challenge for panelists’ companies in 2015. That is followed by finding profitable work and increasing productivity. In fact, 
these top challenges are strongly interrelated. Greater profitability is dependent on greater productivity, which in turn is aided by 
having the right people on board. Many panelists realize this and are working leaner and struggling to apply new technologies 
for greater efficiencies. However, there is much more to these challenges than meets the eye, and panelists are discovering related 
challenges like competing with contractors that are still trying to fill their backlogs by moving into new markets and taking work 
for lower prices. Changes in the needs of the younger workforce also create challenges, as there is more concern over sustainability, 
work-life balance and training. The good news in these challenges is that they are signs of growth pains, not reactions to a deep 
recession. 

Note: it will be easy to read the comments below as many panelists are saying the same thing. We left the repeated comments in 
for the sake of emphasis. 

Comments or additions to biggest 
challenges for 2015:

 � 1) Finding enough skilled trade labor to meet 
project expectations. 2) Implementing LEAN 
building techniques within all areas, especially at 
the trade level. 3) Dealing with the union pension 
plans and the unfunded liability we have to carry 
as a result.

 � 1) The impact that the reduced cost of oil has 
had and will have on the country’s economy. 2) 
International stability!

 � Availability of skilled personnel in times of 
increasing demand and rising labor cost will be a 
significant challenge.

 � Available skilled/unskilled labor and professional 
staff.

 � Business owners are very reluctant to invest 
in additional plant and equipment due to the 
uncertain economic conditions.

 � Connecticut lags the nation in recovery at every 
level. Taxes and labor cost are counterproductive.

 � Finding good field labor.

 � Finding new talent will be our biggest challenge 
for the next three years or so.

 � Finding skilled labor.

 � Finding the talent both in the field and office to 
support our growth.

 � Growth is limited by our ability to find workers 
with experience and energy. Construction has 
never been an easy industry, and the clash between 
technology and experience challenges the different 
generations to work effectively.

 � Hiring people. This includes skilled labor as well 
as BD and preconstruction personnel.

 � I see the market continuing to struggle 
with shorter schedules from owners and 
enough manpower to go around to the entire 
subcontractor world. Schedules are getting shorter, 
fees are still at a low, manpower is at shortage 
levels.

 � Finding adequate field labor to perform the work. 

 � Inflation and the workforce shortage for salaried 
and craft forces remain key challenges for us. 
Hiring the right staff is the most important thing 
we can do in the short term.

 � It doesn’t seem like the economy is really 
recovering. The drop in oil prices seems to be a 
negative for the economy. Finding and retaining 
good people is a major challenge!

 � It is very difficult to hire skilled craftsmen. We 
have started training our best laborers and look 
to hire lower-skilled people with potential to be 
trained.

 � Keeping up with new technology in our industry. 
There have been more changes in technology in 
the last five years than the previous 25 years.

 � Lack of available workforce means we have to pay 
more just to get/keep people. Margins are already 
tight and getting tighter.

 � Need a federal highway bill!

 � Another challenge relates to the increasing 
regulatory burdens placed on our clients and in 
turn our business. Some projects are taking almost 
two years to clear local planning hurdles. By the 
time the project is approved, budgets are obsolete, 
and the project may not be feasible.
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 � Our company has increasing awareness that to 
grow profitably, we will have to work in new 
markets, which presents new challenges. Local 
work for us is often too competitive.

 � Our largest market (geographically), Metro D.C., 
remains slow. We are exploring other geographic 
markets in an effort to improve earnings.

 � Our single two largest challenges are very firm-
specific:  hiring for relocated office, finding 
profitable work in a new market.

 � Probably 2015 is going to be harder to get work 
done than to find good work.

 � The production workforce is the biggest challenge 
in our industry. Our subcontractors are feeling the 
strain of increased volume and the resulting need 
for the growing demand for skilled labor.  This is 
creating scheduling and costing issues.

 � Retaining and recruiting for long-term growth 
plans.

 � Subcontractor and supplier capacity is clearly our 
biggest risk.

 � The government’s lack of decisiveness and poor 
planning. Adding new regulations needlessly.

 � The marketplace is still full of “have nots,” 
contractors who are bound to bid low and chase 
the next job, and there are still many competitors. 
In a market with plenty of opportunities, staying 
focused on obtaining work at the “right price” is a 
challenge.

 � The single biggest challenge we have is finding 
enough profitable work in the markets in which 
we do business. Any and all other challenges are a 
distant second.

 � The war for talent in our region continues. 
In addition to competing with others in the 
construction industry, we are competing against oil 
and gas for talent and experience.

 � We have a strong pipeline of opportunities; we 
need to continue raising point-of-sale fees.

 � We see opportunity for rapid growth in 2015, but 
our growth may be limited by our ability to attract, 
train and retain qualified tradespeople to perform 
the increased demand we see coming.

 � While the margins are continuing to improve, they 
still don’t approach the margins we experienced 
in 2006 - 2008. Contracts are much more difficult 
today in terms of onerous provisions, damages, 
indemnity clauses, etc. Finally, since retention has 
returned to 10%, it has put a serious dent in our 
cash balances.

 � With a growing company, it is extremely difficult 
to enter new markets with the competition. 
Owners want to see teams that have proven 
themselves even though we have experienced 
people onboard.

 � Work-life balance and need for constant feedback 
and recognition is a challenge. Fee pressures and 
high expectations in a busy/stressed market are 
challenges.

Comments or additions to biggest 
challenges for 2015: continued
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EXHIBIT 5

1
Lowest

Challenge
2 3 4

5
Highest

Challenge

Hiring talented people 1% 7% 18% 31% 44%

Finding profitable work in your market(s) 1% 16% 33% 32% 19%

Dealing with changes in health care insurance coverage 25% 28% 30% 11% 7%

Increasing productivity 3% 14% 39% 34% 10%

Rising cost of labor 3% 22% 40% 30% 5%

Rising cost of materials 1% 21% 55% 21% 2%

Potential for inflation 11% 32% 39% 16% 2%

Foreign competition entering your market(s) 60% 24% 10% 5% 1%

Domestic competition entering your market(s) 12% 36% 31% 18% 2%

Reduced construction/engineering budgets for federal, 
state and local municipalities 24% 29% 24% 14% 8%

Uncertainty of the direction of government, especially 
regarding decisions directly affecting the economy 8% 23% 31% 27% 11%

Entering new markets 21% 20% 32% 23% 4%

NRCI Panelists’ Outlook for 2015

Panelists’ outlook for 2015 is overall very positive; however, that optimism is largely constrained by the challenges noted above, 
particularly the challenge of finding enough good people to take on additional backlog for those companies that are growing and 
working in the hotter markets. (Where the outlook is subdued, according to the comments received, contractors are working 
in some of the remaining soft markets.) They are experiencing the challenges of changing markets and geographical expansion. 
Growth in profitability is still tough to come by as the markets remain highly competitive, and owners continue to seek lower prices 
and shorter schedules. And, yes, we still haven’t found the end of the road for that long-awaited highway bill. Like most any other 
year, 2015 promises many issues for construction firms to work on; only this year it means trying to keep the throttle down and 
tune up the engine at the same time. 
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Construction activity for 2014 will finish around 6% higher than 2013.  
What do you predict in terms of overall construction put-in-place levels for 2015?

EXHIBIT 6
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 � This year looks strong. Next year (2016) looks 
very promising for the Greater Detroit Area. 

 � 2015 will be our biggest year ever; however, 
we are not expecting it to be sustainable, so our 
business plan is anticipating retraction back to 
2013 levels. After that, who knows?

 � For 2015, we see the best opportunity since 2006.

 � Federal work will continue to be down in the U.S. 
International work involving secure facilities offers 
hope! Unfortunately, the risk of working overseas 
is great!

 � Growth is difficult to express, as it is likely to 
vary by geographic locations and by market 
segment; but overall, we see recovery and growth 
continuing.

 � I expect 2015 to be very similar to 2014 results.

 � Based on our manufacturer contacts and the 
signs we see from developers and designers, I feel 
that the next five to seven years will continue to 
result in slow, steady growth in our geographical 
sector here in North Carolina, Virginia and South 
Carolina. 

 � If interest rates stay down and oil prices stay down, 
I look for the market to be strong in construction.

 � In some of our markets, man-hours worked 
returned in 2014, so the upside is still good, but 
perhaps limited by the capacity of the workforce. 
We also think that price is still depressed, such 
that some of the increased revenue is offset by 
margin pressure.

 � Industrial and industrial process sectors remain 
strong, but other sectors—office, health care, retail 
and education—remain sluggish.

 � It appears that there is a strong pipeline of 
opportunities.

Comments on the construction outlook 
for your business in 2015: 
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 � Looks fantastic through 2016. After that, who 
knows?

 � More bid opportunities available in addition to 
deferred projects coming online. Our optimism is 
at its highest level in five years.

 � No increase or decrease.

 � Our backlog consists primarily of two large 
projects. We anticipate that will change over the 
next six months to a more normal level.

 � Our backlog is at an all-time high, and the 
prospects for 2015 look great.

 � Our backlog is growing. The available 
opportunities are improving. Pricing is improving.

 � Our design department has doubled in size in 
2014 (now 12), and we look to add three to four 
more architects/architectural designers when we 
can find them. We are looking to add PMs and 
supers to our construction department, but, as 
with designers, it is very difficult to find qualified 
people. We probably will be held back on the 
growth we would like to have because of these 
factors.

 � Our growth is constrained only by the availability 
of skilled labor.

 � Our market may be better than other markets. We 
seem to be in a good spot right now.

 � Pent-up demand continues to cause construction 
activity in certain geographic regions and 
construction markets.

 � Southwestern market has been fairly good. With 
moderate growth predicted, it will continue to lead 
to good business opportunities.

 � The construction outlook in our market continues 
to be strong. The key to success is not to make any 
strategic blunders and not to let a drive to increase 
volume lead to making bad decisions.

 � The severe drop in oil prices will affect the number 
of projects moving forward in that market but help 
the overall economy grow.

 � There are a number of new opportunities in our 
wheelhouse across the country, and each one will 
take a lot of focused energy for our firm to win and 
execute profitably.

 � There is more work out there, but it is still very 
competitive.

 � Urban centers will remain much busier than the 
suburbs.

 � We are fully booked for 2015 and will have the 
most profitable year in a decade. 2016 will be even 
better for us. Our backlog is very strong, mostly 
public sector, schools and health care.

 � We are in two unique markets NorCal (S.F. Bay 
Area) and Honolulu Residential (high-rise condos). 
Both of these markets are practically on fire, and 
there is a tremendous amount of activity.

 � We see continued expansion of  the markets with 
sizable jumps in municipal and K12 work in the 
South and Southwest, where local tax revenues 
are increasing. Also, the commercial office and 
retail markets are showing some strength. Finally, 
we believe multifamily is approaching a built-out 
status in several markets and will begin to see 
overbuilt situations in a few.

 � We see modest growth in 2015, allowing a year to 
prepare our organization for what we believe will 
be steadily improving, then expansive growth in 
2016-2018.

 � We will have a hard time matching our volume 
from 2014 mainly due to one very large project 
that significantly affected our volume. However, 
we should still log one of the five largest volumes 
that our company has ever experienced.

Comments on the construction outlook 
for your business in 2015: continued
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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)

FMI Nonresidential Construction Index Detailed Results by Market Sector

EXHIBIT 7

Improving 
over

last quarter

Remains the
same as 

last quarter

Worse compared 
with last quarter

NRCI
Q4

2014

Improving 
over

last quarter

Remains the
same as 

last quarter

Worse compared 
with last quarter

NRCI
Q1

2015

Commercial 29.5% 66.7% 3.8% 62.8 37.6% 59.6% 2.8% 67.4
Education 18.6% 73.3% 8.1% 55.2 34.6% 59.2% 6.2% 64.2
Health care 30.3% 61.8% 7.9% 61.2 37.4% 57.3% 5.3% 66.0
Lodging 45.6% 50.0% 4.4% 70.6 44.3% 50.0% 5.7% 69.3
Manufacturing 42.9% 49.2% 7.9% 67.5 47.1% 45.1% 7.8% 69.6
Office 33.3% 60.0% 6.7% 63.3 26.0% 68.3% 5.7% 60.2
Other 55.0% 35.0% 10.0% 72.5 36.4% 54.5% 9.1% 63.6

Commercial 44.9% 55.1% 0.0% 72.4 56.2% 43.8% 0.0% 78.1
Education 33.7% 61.6% 4.7% 64.5 40.3% 53.8% 5.9% 67.2
Health care 39.3% 52.8% 7.9% 65.7 49.6% 44.6% 5.8% 71.9
Lodging 52.2% 44.8% 3.0% 74.6 49.5% 45.4% 5.2% 72.2
Manufacturing 54.8% 41.9% 3.2% 75.8 50.5% 45.2% 4.3% 73.1
Office 31.5% 65.2% 3.4% 64.0 38.5% 57.3% 4.3% 67.1
Other 60.0% 30.0% 10.0% 75.0 47.4% 42.1% 10.5% 68.4

Commercial 51.3% 41.0% 7.7% 71.8 49.1% 40.2% 10.7% 69.2
Education 41.9% 47.7% 10.5% 65.7 33.3% 52.5% 14.2% 59.6
Health care 46.1% 46.1% 7.9% 69.1 46.6% 44.1% 9.3% 68.6
Lodging 37.3% 50.7% 11.9% 62.7 33.3% 51.0% 15.6% 58.9
Manufacturing 45.2% 43.5% 11.3% 66.9 47.8% 44.4% 7.8% 70.0
Office 33.7% 59.6% 6.7% 63.5 37.2% 52.2% 10.6% 63.3
Other 52.4% 42.9% 4.8% 73.8 51.4% 32.4% 16.2% 67.6

Overall Quarter 4 for 2014 Overall Quarter 1 for 2015

Business Outlook/One Year

Business Outlook/Three Years

Business Outlook/Three Months
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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 9
Size of the Organization in Annual Revenue Type of Contracting Business Primary Region in Which Panelists Work

EXHIBIT 10 EXHIBIT 11

NRCI Component Indexes — Comparisons of Results: Q2 2014 to Q1 2015

EXHIBIT 8

NRCI
Q2 2014

NRCI
Q3 2014

NRCI
Q4 2014

NRCI
Q1 2015

The overall economy 81.1 74.8 72.1 78.8

The overall economy where panelists do business 81.9 75.0 71.8 78.3

Panelists' construction businesses 79.0 76.6 70.6 74.1

Nonresidential building construction market where panelists do business 79.3 74.2 71.2 74.6

Cost of construction materials 19.8 17.2 23.6 22.4

Cost of labor 17.5 12.9 19.7 17.7

Productivity 51.0 52.3 49.0 50.9

Expected change in backlog 69.7 70.7 62.6 68.5
Median Median Median Median

Approximate current signed backlog in months 10.0 10.0 9.0 10.0



* 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.

FMI Nonresidential Construction Index (NRCI) Component Results Q4 2014 to Q1 2015

EXHIBIT 12

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

Improving 
over

last quarter

Staying the
same as

last quarter

Worse
compared with

last quarter

NRCI
Q4

2014

Improving 
over

last quarter

Staying the
same as

last quarter

Worse
compared with

last quarter

NRCI
Q1

2015

Overall Economy 44.1% 55.9% 0.0% 72.1 60.5% 36.6% 2.9% 78.8

Overall Economy Where Panelists Do Business 48.5% 46.5% 5.0% 71.8 60.1% 36.4% 3.5% 78.3

Panelists' Construction Business 51.0% 39.2% 9.8% 70.6 51.7% 44.8% 3.5% 74.1
Nonresidential Building Construction Market
Where Panelists Do Business 50.0% 42.3% 7.7% 71.2 53.8% 41.6% 4.6% 74.6

Backlog in Months High Median Low High Median Low
Approximate Current Signed Backlog 30.0 9.0 3.0 48.0 10.0 0.0

Grow faster
than

last quarter

Stay about
same as

last quarter

Shrink
compared with

last quarter

Grow faster
than

last quarter

Stay about
same as

last quarter

Shrink
compared with

last quarter

Expected Change in Backlog 35.9% 53.4% 10.7% 62.6 42.0% 54.0% 5.0% 68.5

Higher than
last quarter

Same as
last quarter

Lower than
last quarter

Higher than
last quarter

Same as
last quarter

Lower than
last quarter

Cost of Construction Materials 54.8% 43.3% 1.9% 23.6 59.0% 38.0% 3.0% 22.4

Cost of Labor 60.6% 39.4% 0.0% 19.7 65.0% 34.0% 1.0% 17.7

Improving
over

last quarter
Same as

last quarter

Declining
compared with

last quarter

Improving
over

last quarter
Same as

last quarter

Declining
compared with

last quarter

Productivity 6.7% 84.6% 8.7% 49.0 8.0% 87.0% 6.0% 50.9

NRCI Component Results, Quarter 4 for 2014 NRCI Component Results, Quarter 1 for 2015



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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About FMI
FMI is a leading provider of management consulting, investment banking† and people development 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†

 � Risk Management Consulting

 � Compensation Benchmarking and Consulting

Founded by Dr. Emol A. Fails in 1953, FMI has professionals in offices across the U.S. We deliver 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. 
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