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Project Summary

Title of Project Development of Construction Price Index
Key Words Construction cost index, Price schedule, Item's weight
Institute Kwangwoon University | Project Leader Yu, Jung-Ho
Project Period | 2006. 4. 27 ~ 2006. 12. 15

The purpose of the research is to develop deflator(construction cost index) to calculate
the constant value of construction work done. The similar domestic indexes currently
in use are the construction cost index presented by the Korea Institute of Construction
Technology(KICT) and the historical construction cost index presented by the Public
Procurement Service(PSS).

The KICT's index of the construction cost is calculated from an inter-industry relation
table and here the producer price index is connected to compile the index. Because this
index uses the weight of each item in producer price index reflecting the whole
industry and applicate of only compensation of employees as item related to wages;
this index has limits in calculating an accurate index of the construction cost.

The historical construction cost index presented by the PSS uses the historical
construction cost data presented by the KICT every 2 years to make the index. This
index is based on the construction work types specified by the PSS and calculates the
fluctuation rate of the average price. Then the fluctuation rate is used as an index of
the historical construction price. This index calculation is not by the fluctuation of the
price in each input item, therefore it is hard to know by which item’s price change is
causing the change in index. And the averaged price is applied and therefore it can’t
be an accurate calculation of the index.

Considering the problems above, this research following the process, established the

index of the monthly construction price from 2003-2006, 2005 as the base year.




m Types of constructed facilities and their weights

Classification of 7 facilities, a standard in framing Korea National Statistical Office's
statistics of value of construction work done, establish 16 middle class to
correspond 77 facilities of The Basic Regulation on Construction Industry. The weight
of each facility is calculated using the Record on Value of Construction Work Done
in year 2005 by Construction Association of Korea.

m Classification of input items

Gather and analyze the corresponding price schedules by each facility and
calculated the weight of the main input item. The labor was classified as 152 items,
materials and equipments were classified in total of 158 input items(materials 144
kinds, equipments 14 kinds).

m Selection of main input item based on price schedule analysis

Analyze the price schedules of the each facility and determine the weight of 152
labor items and 158 material and equipment items by their input price, select item
with more than 80% of accumulated total sum as an main input items.

This research used the estimated price schedule by engineer, set a goal to gather
and analyze more than 20 samples by each type of the facility and analyzed total
476 price schedules. In case of Buildings and Power Generating Facilities, the
construction priced indexes were calculated separately according to the type of
construction work.

m Determination of the input item's weight

In case of the labor, calculated weight of the item selected as the main input item.
In case of the material and equipment item with more than 80% of accumulated
weight sum was selected as the main input item. Also the weight of each item was
calculated by multiplying the weight of the corresponding item with the weight of the
each item's group. Among the selected items the representative specification was
selected the corresponding item with more weight.

m |nvestigation of the input item's price

The main input item's price data was to be confirmed by the price database of the
Korea Price Research Center, but the price of the DB was too expensive, instead
used the data from web pages and books presented by the Korea Price Research

Center, Korea Price Information Corporation and Construction Association of Korea.




m Calculating the construction price index

Construction price indexes for the 32 basic level facilities established by these
methods used the weight of the each facility to frame the construction price indexes
of upper lever facilities. This research framed total 32 basic level construction price
indexes, used this to frame 16 upper lever construction price indexes. Similarly, 7
and 3 upper lever indexes are further framed, and finally framed the total

construction price index.

The construction price index in this research analyzed the actual price schedule and
calculated the weight and used the price data used actually in the field of
construction. This approach developed the method in framing the index compared to
the existing index.

But, gathering the price schedules with high reliability has limits, and more time and
effort was required than plan in analyzing the data in the price schedules. The
question in necessity of framing the index of the monthly construction price was
presented, and the necessity of the method used to frame overhead cost and profit
was presented. Also, how to reflect the characteristic of the many-years—long
construction projects and how to handle the inscription of the items and

specifications which is not standardized was posed as a problem to be solved.
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