Holding
prices

How some contractors
maintain the bottom line.

By Brian T. Sutton

Paul Chiama Jr, president of Weridian Design Build
LLE, says he's seen more movement in the past few
years oa the prices of construction materials than
in the past 15 years.

Specifically, across the Midwest, in the past 18 to
24 maonths, most of the increases have been in
sleel products, concrete, rooding insalation and
foam products. Often pelroleum |3 o direcl
confributor whether it is used as a pari of the
manufacturing of the product or in the cost of
shipping an ifem.

The volalility means thal & contractor could bid
a4 mirrod image building o ane completed in the lasi
few years and know they cannod quote the same
prices.

“IEis very competitive right now and many
contractors are wvying for the same projects,”
Chuma says. Mok cnly ane prices volatile, there ane
miore contracters biddng.”

Howard Green, an executive with Deerfield,
Mlinoks-based Meridian, says thal it's a process to
stay on bop of pricing,

“I know there have been namerows instances
where we can come back £0 duys alter bidding the
jab there will be increases,” he says. "We have
some developers award & project again since it
dadn’l play out as quoted.”

Tim Gienn, manager of estimating for Graycor
Iec., says gelting invodved in the preconstnaction
effart helps hold prices, Also, working with a
number of subconfracters Is alse helplul.
Somedimes you never know if one subtontractor is
quoting a higher price for some reason, Getling
bbds from multiple soarces com sometimes help
determine true markel rate and lock in the mosi
favorabie price.

Ewame Thomgrson, executive vice president and
general counisel for the S Louis-based Kwame
Building Growp and Kwame Comsiructors, says one
way B0 guaraales prices is by an ironclad confrack

“For leng-lead times we rely oa sur la-house
enginesrs and estimators and search for the best
price. Then we lock that in

dnolber wary bo handle it is to change materials,
Thompson says. bn one project, seifching from siesd
bo windd $ived mallions. In another case, on the East
Terminall project at Lambert, a wnique curtaim wall
wikh bid to upwands of 57 milion because there was
anly ene manufacture of the type chosen.
Thompion $ays his team found alternative
materials to thal and saved 55 millign,

Greq Harfelson, chiel estimator with Kamsas City,
Missouri-based Walton Cosstrsction Co., says that
while there is volatility, pricing changes shewldn't
come a3 a shock to ampone,

“It seems in our industey we do get ample
warsing,” hee says. “It's a given thal with materials
there will be velatility, Certainly there is much
mare boday than in the past, but we seem to be
able to react in fime. It comes down to
management.”

Prices are defferent in each market often. Walton
has projects im the Midwest and in the South,
Harrelon says you have to pesce maberials project
to project.

“¥ou're &n idiot to price steel al yesterday’s
prices. We didn’t wsed lo have bo do Bt that way, You
uzed 1o be sble to price ad six-moath old prices or
even long and they would hald fer a year. Thal
oertainly has changsd.”

Harrelson says that il Ehey run into 3 developsr
who i3 slarling a new project an hasn'l done one in
iwo or three years, they are in lor @ wakeup ¢all,
Buf for theee active developers, they know pretes
have increased and whal & causeng it They also
kngre maitiphe bids serve them well.

Scme contractors will buy and hold materials in
warehouses. Others compane that to qambling and
put it on swbeontractors bo by and hold materials
af a price today to avold percetved increases,

Heowever, every contractor kndws somecht who
wias burned by slafing materials.

For these working with waion Libor, emplayes
costs are $el by conlracl and there's enough

warning of a change. Also, for Ehose uiing wnian
labor, there's no worry thal there will be a labor
ghortage when Gulf Coast rebuiding from hurricang
damage commiefded

Chisma says the botiom line of walching the
bottom ling i carehal management. having meftigle
subcantractors to tun Bo and stromy refatsanships
o keep up with price changes.

“From & service standpoind, we bry bo idealily
what all the deadlines re and il &n award needs (o
be made we doa't beep deadlines a secret. If all
comes down to carehd management, relationships
#nd communication.”



