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BIDEN'S
INFRASTRUCTURE
PLAN: WHAT IS

CONSTRUCTION'S
OPPORTUNITY?

For Construction, Biden's
infrastructure plan transcends
“more business”
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President Biden's infrastructure plan is set to
improve failing infrastructure, rebuild the economy
and create new jobs. As of this writing, the plan,
which Biden originally released on March 3T as a

$2 trillion capital injection over 10 years, is a $579
billion proposal that has bipartisan agreement,
though Democrats have signaled the bill may only
move through Congress in tandem with a larger
spending and tax increase package, which they may
try to pass via the reconciliation process.

Regardless of what the infrastructure plan may ultimately look
like, construction companies should consider what an increase
in project demand could mean for their businesses. Already,
some construction companies whose balance sheets might be
too small or who don't want to take on all the risk, are striking
joint ventures or partnerships to bid on large projects that are
anticipated to result from the infrastructure bill.

Construction firms should also consider changing workforce
needs. The construction industry has faced a shortage of skilled
workers since the last recession, and as project demand is
expected to spike, recruiting and training a workforce with the
skills required of infrastructure projects today will be essential.

According to a recent study by Moody's Analytics, the
economy would add about 19 million jobs between the
fourth quarter of 2020 and the fourth quarter of 2030, and
construction companies with experience in clean energy
would likely benefit the most from the projected spend.
Infrastructure projects today are more likely to be capital- and
skill-intensive than they were in the New Deal era, according
to a Brookings report.

A functioning infrastructure facilitates economic activity,

and infrastructure investment supports job creation—two
pillars of Biden's approach to stimulating the post-pandemic
economy. Infrastructure spending is often looked to as part of
the solution for a depressed economy or labor market. While
the economy has rebounded from its March 2020 lows, the
unemployment rate is 5.9%, according to a July 2 U.S. Bureau
of Labor Statistics report. The proposed plan aimed to create 5
million new jobs lost in the broader economy during the past
year, including those in the construction industry.
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DATA ANALYTICS CASE STUDY

We developed an automated review tool
to help validate labor costs included in
C—— the monthly billings. Using data from
the contractors’ payroll records, site gate logs, and
project time-keeping systems combined with project
and contractual requirements, we developed a data
analysis model to identify overbillings as early as the
next payroll period. (Overbillings can be identified as
early as the next day if contractors report hours on a
daily basis.)

The model increased governance and

transparency over the billing review process,

— reduced the administrative burden of
the review process by helping validate 99% of the
records reviewed, and identified 1% — 3% in labor cost
overbillings and misbillings on a monthly basis. By
helping identify exceptions prior to the billing review
process, the model enabled the project owner to
withhold amounts billed for costs not supported by the
labor data, on a monthly basis, instead of waiting until
the end of the project to perform a cost recovery audit.

Y%?l)[jf TECH OPPORTUNITIES ARE RESHAPING THE INDUSTRY

Since 1998, America's infrastructure has earned a consistent
D- grade from the American Society of Civil Engineers (ASCE).
Though it improved slightly to C- in 2021, the ASCE said the
country is spending only half of what is required to support

its infrastructure—which over time will result in significant
economic loss, higher costs to businesses, consumers and
manufacturers, and public safety concerns. The report also
estimates that the gap between the country's infrastructure
needs and its likely spending on those needs is projected to top
$2.6 trillion by 2029 and more than $5.6 trillion by 2039.

Construction leaders will need to do more than amplify
recruiting efforts and diversify their skill sets to remain
competitive and keep up with demand. They will need to
continue to prioritize investing in technologies—artificial
intelligence, robotics and machine learning, for example—and
to implement time- and cost-reducing strategies, such as
offsite construction.

While implementing one of these investments or strategies
alone would not give a contractor a major competitive
advantage, in aggregate they create greater overall efficiency
and productivity. Internal efficiencies can then translate into
lower project cost estimates.

The global pandemic has accelerated the construction
industry's adoption of technology considerably; the industry is
poised to look very different in five to ten years. Data derived
from new technologies can be used to increase transparency,
build trust and ultimately improve the industry's reputation
over the long term. Online bid management platforms, for
example, allow companies to digitize documents, making
them clickable and giving prospects the ability to drill into the
underlying details of estimates.

The opportunity to invest in the nation’s underinvested
infrastructure will require a robust response from the
construction industry, and construction leaders should be
prepared for more incoming projects and infrastructure
improvements over the next decade. While the short-term
opportunity deriving from the infrastructure plan means
construction companies may win more business, the long-
term opportunity is for the industry as a whole to leverage
technologies that increase transparency—offering prospects
insights into customers, data, costs and projects—and thus
improve reputation.

WANT TO STAY INFORMED? Sign up for our Real
Estate & Construction updates here.
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