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The first step towards a broader goal…

• The Price Statistics team at ESCWA is planning to develop and produce an 
Investment Price Index, to be used by investors, policymakers, 
governmental entities, economists, and researchers to track and monitor 
the cost evolution of         Goss Fixed Capital Formation. 

• The Investment Price Index will be a composite of two main price indices: 
the Construction Index, and the Machinery and Equipment Index, and will 
be produced every year.

• As a first step, ESCWA will develop and produce the Construction Price 
Index. 



The Investment Price 
Index

• The Investment Price Index helps investors and 
policymakers gauge the overall cost trends in the 
Gross Fixed Capital Formation component of GDP 
(temporal comparison tool).

• It aids in assessing inflationary pressures, allowing 
for more informed monetary and fiscal policy 
decisions.

• The price indices for both ‘Construction’ and 
‘Machinery & Equipment’ will enable 
stakeholders to pinpoint specific cost fluctuations
within these crucial investment domains, aiding in 
strategic decision-making and risk management.

What does the investment 
Index bring about?



The Harmonized 
Investment Price Index

• A harmonized Investment Price Index offers the 
advantage of standardization and consistency in 
measuring cost trends across countries (spatial 
comparison tool). 

• This uniformity facilitates accurate cross-country 
or cross-industry comparisons, enabling investors, 
policymakers, and analysts to make informed 
decisions based on reliable data. 

• It promotes transparency and reduces confusion by 
providing a standardized framework for 
assessing investment costs, making it easier to 
identify trends, disparities, and potential areas of 
concern. 

• Overall, a harmonized index enhances the 
reliability and comparability of data, contributing 
to more effective analysis and decision-making. 

The harmonized investment 
price index doubles as a spatial
and temporal comparison tool!



The Harmonized 
Investment Price Index

• The Price Statistics Team at ESCWA decided to 
capitalize on the experiences gained and the 
historical databases already collected to create the 
Index.

• The list of inputs (materials, equipment hire, and 
labor) was extracted from the Construction and 
Civil Engineering Survey; it is thus the same for all 
countries. 

• Historical comparable data for the Index is thus 
readily available, simplifying the process of 
producing a Harmonized Index. 

• The Investment Index is comprised of two main 
price indices: the Construction Index and the 
Machinery and Equipment Index.

• As a first step, we will be discussing the 
methodology behind the production of the 
Construction Index. 

Capitalizing on the experiences 
gained and the collected 

historical datasets to generate 
insightful tools!



The 
Harmonized 
Construction 
Price Index



The Harmonized 
Construction Price 

Index

• Construction price indices are primarily used 
to analyze price fluctuations in the 
construction sector, calibrate price escalation 
clauses in construction contracts, and for the 
deflation of national accounts components. 

• The input index is particularly used by 
contractors to calibrate contracts between 
contractors and clients, as it monitors changes 
in costs incurred in the construction process. 

• The output index is primarily used to deflate 
the value of output figures. It is also used as a 
short-term indicator to outline the evolution of 
prices when published regularly.

In fact, we will be calculating 
two types of Construction Price 
Indices: The input-based index 

and the output-based index.



The Construction Price Index

The construction price index is computed for three construction types (or 
Basic Headings): 

- Residential buildings: buildings that are exclusively or predominantly 
destined for dwelling purposes such as apartment buildings, townhouses, 
villas, etc.; 

- Non-residential buildings: buildings that are exclusively or predominantly 
destined for purposes other than dwelling such as office buildings, industrial 
buildings, retail centers, malls, etc.; 

- Civil engineering works: infrastructure works such as highways, railways, 
dams, bridges, canals, recreational installations, etc.



Data requirements

A- Price data:

• The estimation of construction PPPs requires 
the collection of specific construction inputs 
which are divided into 3 sub-basic headings:
- Materials;
- Labor;
- Equipment hire. 

• This same list is priced for all three types of 
construction but are each assigned a specific 
matrix of importance.



Pricing the three types of 
Construction inputs

The input-based index covers the following cost categories:

• Construction materials - costs of materials used by 
construction companies during the construction process; 
including the cost of energy such as fuel and electricity.

• Labor - expenses for remuneration of workers employed in 
the construction process (does not include the 
remuneration of project managers, architects, engineers, 
and other similar positions).

• Equipment hire - expenses incurred on the rental of 
machinery and equipment (crane, concrete pump, 
excavator, and other construction equipment) during the 
construction process.

In the case of an output-based index, one more set of inputs 
is required:

• Contractor’s mark-ups – such as profits, head office 
overhead, general site cost, temporary works, etc.

The list of inputs (materials, equipment 
hire, and labor) was extracted from the 

Construction and Civil Engineering 
Survey and is thus the same for all 

countries. 



As outlined above, we will be calculating two 
types of Construction Price Indices: The 
input-based index and the output-based 
index:

- The input-based index requires the 
collection of three types of construction 
inputs: Materials, Equipment hire, and 
labor; 

- The output-based index requires the 
collection of the same three types of 
construction inputs as the input-based 
approach but also takes into account the 
contractor’s mark-ups.

Input-based 
index

Materials

Equipment hire

Labor

Output-based 
index

Materials

Equipment hire

Labor

Contractor’s mark-
ups



Data requirements (cont’d)

B- Weight data:

Three layers of weights are required to complete 
the construction PPP estimation:

1. A percentage weight is assigned to each item 
and should reflect the relative importance of 
the item within the three sub-basic 
headings. 

2. A percentage weight is assigned to each sub-
basic heading and should reflect the relative 
importance of the sub-basic heading within 
the three construction types (or BHs). 

3. A percentage weight is assigned to each 
construction type and should reflect the 
relative size of the BH within the 
Construction group. 



Producing the required 
weights

The first 2 layers of weights used for the computation of 
the index are compiled via construction experts while the 
third is extracted from National Accounts expenditure data.

• The percentage weights allocated to items under the 
three sub-basic headings and the weights allocated to 
each construction input type (basic heading) should 
be determined by experts in the construction field 
(construction companies, civil engineers, consultants, 
etc.). 

• The percentage weights allocated to each construction 
type are extracted from the National Accounts 
expenditure data (MORES). The calculation is simple 
and automated in the excel, for example:

𝑃𝑒𝑟𝑐𝑒𝑛𝑡𝑎𝑔𝑒 𝑤𝑒𝑖𝑔ℎ𝑡 (𝐶𝑖𝑣𝑖𝑙 𝑒𝑛𝑔𝑖𝑛𝑒𝑟𝑖𝑛𝑔) =
𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝑜𝑛 𝐶𝑖𝑣𝑖𝑙 𝐸𝑛𝑔𝑖𝑛𝑒𝑟𝑖𝑛𝑔

𝑇𝑜𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝑜𝑛 𝑪𝒐𝒏𝒔𝒕𝒓𝒖𝒄𝒕𝒊𝒐𝑛
x100 

The relative importance of each item, 
basic heading, and construction type is 

translated by percentage weights.



The national computation template (Excel)

• The Price Statistics team at ESCWA developed a simple and easy-to-use 
Excel-based template to automate the computation process of the 
Harmonized Construction Price Index. 

• Each country will be able to produce the Construction Price Index 
autonomously and as frequently as it chooses. 

• The Price Statistics team at ESCWA will in turn produce a Regional 
Construction Price Index based on the inputs of contributing countries. 



Completing the national computation template (Prices)

Completing the price data requirements:

• The list of Materials, Labor, and Equipment 
Hire is priced every year.

• Prices are added to the computation template 
as price relatives and calculated according to a 
specific and unified base year (in this example, 
the base year is 2017). 

• The prices are the same for all three 
construction types



Completing the national computation template (Mark-ups)

Adding the contractors’ markups:

• For the calculation of the output-based index, an additional set of inputs is required 
under the contractor’s markups.

• These markups are added as percentages, and the Excel template automatically does 
the calculations. 



Completing the national computation template (Weights)

1- Weighing the items under each sub-basic 
heading:

• As previously mentioned, the three types 
of construction share the same list of 
construction inputs (material, labor, and 
equipment hire). 

• However, the list is assigned three 
different matrices of importance that are 
specific to each construction type.

• The importance of each item is reflected 
by a percentage weight and the 
percentage weights should add up to 100 
under every sub-basic heading.

=100

=100

=100



Completing the national computation template (Weights)

2- Weighing the three sub-basic headings 
under each construction type (or BH):

• The importance of each sub-basic heading 
within each Construction type is reflected 
by a percentage weight.

• The percentage weights of all three sub-
basic headings should add up to 100 under 
every construction type.

=100



Completing the national computation template (Weights)

3- Weighing the three construction types 
(or BH) under the construction group:

• The share of each heading within the 
Construction group is reflected by a 
percentage weight.

• The percentage weights of all three basic 
headings should add up to 100 under the 
construction.

• These percentage weights are not directly 
inserted into the template. As previously 
mentioned, they are calculated by the 
template using National Accounts Data 
under “Construction”.

=100



Completing the national computation template (Weights)

3- Weighing the three construction types (or BH) under the construction group:

• Thus, National Accounts expenditure data for “Construction” is inserted into the template, 
and the template automatically calculates the percentage shares. 

• This data is available in the MORES files of every country. 



Final structure of the Index



Final index results

• Once all the prices and weights are added, the template automatically
generates the results. 

• The results are displayed as follows:



Thank you!!
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