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W h ile  inflation has reached virtually every sector o f  
the econom y, perhaps the m ost dram atic price increases 

A  have occurred in the construction industry. Between 1965 
and A ugust 1969, construction  costs as measured by  the 
Departm ent o f C om m erce com posite index rose 24%  to 
143% o f the 1957-59 average. In  com parison, the con 
sumer price index during the same time span clim bed 
17% to 128.7% of the 1957-59 level, and the w holesale 
price index advanced about 11%  to 113.4%.

Construction materials, w hich  constitute about one- 
third of the construction dollar, generally have trended 
upward in price although som e highly publicized lum ber 
price increases o f 1968 and early 1969 have been m odified 
or eliminated. F or exam ple, the recent m eteoric rise in 
so ftw ood  p lyw ood  prices, w hich reflected in part heavy 
demand by  the D efense Departm ent and accelerated ex
ports to Japan, was totally reversed by the fall o f  1969.

INDEX OF WHOLESALE PRICES OF SELECTED 
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Recently, steep increases in w age rates have con - 
tributed to the upward pressures on construction costs.

Note: Data in Charts 1 through 3 are yearly through 1967 and monthly thereafter with the exception of the Index of Union Hourly W age  
Rates which is quarterly from 1968.Digitized for FRASER 
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ON COSTS

PERCENTAGE INCREASES IN GROSS AVERAGE 
WEEKLY EARNINGS OF CONSTRUCTION WORKERS
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D uring the 18-m onth period ending July 1969, the in
creases in the average w eekly earnings of w orkers in 
m ost types o f construction w ere at least half as large as 
during the preceding seven years. A m on g  the factors 
tending to cause an acceleration in earnings are m ount
ing demand for construction  from  both  the public and 
private sectors o f the econom y, and the slow  grow th  in 
the num ber o f construction  w orkers relative to demand. 
These factors, in turn, have led to a sharp increase in 
overtim e earnings.

4 Soaring construction costs, together with rising land 
prices and high financing costs, have contributed to the 
steep rise in the average price o f  new homes.

Jane F. Nelson

AVERAGE PRICE OF NEW HOMES 
FIN ANCED WITH CO N VEN TIO N A L M ORTGAGES  
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Sources: Charts 1 through 4, U. S. Department of Commerce, Construction Review; Chart 5, Federal Home Loan Bank Board.
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