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UNDERSTANDING
THE MARSHALL
AND SWIFT
BUILDING COST
INDEX: A
COMPLETE GUIDE

For anyone involved in
commercial real estate,
property  insurance,  or
construction  finance,
few  too ls  carry  as
much  weight  as  the
Marshall  and  Swift
Building Cost Index.
This  widely  respected
metric has shaped the
w a y  i n d u s t r y
professionals  estimate
replacement  costs,
evaluate  property

va lues ,  and  make
informed  investment
decisions  for  decades.
But what exactly is this
index, and why does it
matter so much? In this
article,  we’ll  explore
the ins and outs of the
Marshal l  and  Swift
Building  Cost  Index,
how it works, who uses
it, and why it remains
an  ind i spensab le
r e s o u r c e  f o r
professionals  ranging
from  appraisers  to
developers.
Whether  you  are  a
seasoned  real  estate
analyst  or  a  business
o w n e r  l o o k i n g  t o
s e c u r e  a d e q u a t e
property  insurance,
understanding  the
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d y n a m i c s  o f
construct ion  cost
indices can give you a
distinct advantage. The
Marshal l  and  Swift
Building Cost Index, in
particular,  has  stood
the  test  of  time as  a
benchmark for tracking
c h a n g e s  i n
construction  expenses
across  the  Uni ted
States and beyond. By
the end of  this  guide,
you  will  have  a  clear
g r a s p  o f  i t s
m e t h o d o l o g y ,
app l icat ions ,  and
limitations.

WHAT IS THE
MARSHALL AND
SWIFT BUILDING
COST INDEX?

The  Marshall  and
Swift  Building  Cost
Index  is  a  statistical
tool  that  measures
changes in the cost of
constructing  buildings
o v e r  t i m e .  I t  i s
published  by  Marshall

& Swift, a firm that has
specialized  in  building
cost data for more than
90  years.  The  index
tracks  fluctuations  in
p r i c e s  f o r  k e y
c o n s t r u c t i o n
i n p u t s — s u c h  a s
materials,  labor,  and
e q u i p m e n t — a n d
aggregates them into a
single numerical value.
This value can then be
u s e d  t o  c o n v e r t
historical  construction
costs  into  present-day
e s t i m a t e s  o r  t o
f o r e c a s t  f u t u r e
spending.
O n e  o f  t h e  m o s t
important  features  of
t h i s  i n d e x  i s  i t s
granularity.  Instead  of
offering  a  single
national  number,  the
Marshal l  and  Swift
Building  Cost  Index
provides  data  broken
down  by  geographic
region,  building  type,
and  cost  component.
This  allows  users  to
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apply localized data to
their  specific  projects,
making  estimates  far
more  accurate  than
g e n e r i c  n a t i o n a l
averages.

National
vs.
Regional
Indices
The index is published
at  both  the  national
and  regional  levels.
While  the  national
version  provides  a
broad  overview  of
construct ion  cost
t rends  across  the
United  States,  the
regional  indices  offer
more  precise  data  for
over  300  cities  and
local  markets.  This
flexibility  is  one  of  the
reasons  the  Marshall
and Swift Building Cost

Index  i s  so  h igh ly
valued  by  real  estate
appraisers,  insurance
a d j u s t e r s ,  t a x
a s s e s s o r s ,  a n d
construction managers.

A BRIEF HISTORY
OF THE INDEX

Marshall & Swift began
c o l l e c t i n g  a n d
publishing building cost
d a t a  i n  t h e  e a r l y
1930s.  At  that  time,
the  cons t ruc t i on
industry  had very few
re l i ab le  too l s  f o r
estimating  costs  or
tracking  changes  over
time.  Appraisers  and
insurers  often  had  to
re ly  on  anecdota l
evidence or incomplete
records,  which  led  to
inefficiencies  and
inaccurate  valuations.
Recognizing  this  gap,
M a r s h a l l  &  S w i f t
d e v e l o p e d  a
systematic method for
g a t h e r i n g  c o s t
in fo rmat ion  f rom
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suppliers,  contractors,
and  building  material
producers.  Over  the
d e c a d e s ,  t h e
methodo logy  was
refined,  and  the
coverage expanded to
include  hundreds  of
building  types,  from
single-family homes to
industrial  complexes.
Today,  the  Marshall
and  Swift  Building
C o s t  I n d e x  i s
considered one of  the
most  authoritative
sources of construction
c o s t  d a t a  i n  t h e
industry.

HOW THE
MARSHALL AND
SWIFT BUILDING
COST INDEX IS
CALCULATED

Understanding how the
index  is  constructed
helps  users  interpret
the  numbers  w i th
confidence.  The
Marshal l  and  Swift
Building  Cost  Index  is

built  on  a  basket  of
typical  construction
components.  Analysts
track the prices of key
mater ia ls  such  as
l u m b e r ,  s t e e l ,
concrete,  roofing,
wiring,  and  plumbing
fixtures.  They  also
monitor  prevail ing
wage rates for various
skilled trades, including
c a r p e n t e r s ,
e lec t r i c ians ,  and
masons,  as  well  as
equ ipment  renta l
costs.
Here’s  a  step-by-step
o v e r v i e w  o f  t h e
calculation process:

Identify
representative
building
models:
Marshall & Swift
defines a set of
“model
buildings” that
represent
common types of
structures, such
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as mid-rise office
buildings,
warehouses,
apartment
complexes, and
retail stores.
Gather current
market data:
Field researchers
and analysts
collect price data
from suppliers,
contractors, and
industry
publications on a
regular
basis—often
quarterly or
annually.
Weight the
components:
Each cost
component (like
concrete, steel,
labor) receives a
weight that
reflects its
typical share of
total construction
cost for that
building type.
Calculate the

index value:
Using a base
year (commonly
1913 or another
reference point),
the index value
is computed as a
ratio of current
costs to base
year costs,
weighted by the
component
shares.
Publish and
update: The
resulting index
numbers are
published in
national and
regional formats,
often
accompanied by
explanatory
notes about
major trends or
anomalies.

T h i s  m e t i c u l o u s
process  ensures  that
the Marshall and Swift
Building  Cost  Index
reflects  real-world
market  condit ions
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rather than theoretical
models.

Key
Compone
nts
Tracked
The index goes beyond
simply tracking lumber
or  s tee l  p r i ces .  I t
incorporates  a  wide
range  of  cost  drivers,
including:

Structural1.
materials
(concrete, steel,
masonry, wood)
Finishes and2.
fixtures
(flooring,
cabinetry, paint,
lighting)
Mechanical,3.
electrical, and
plumbing
(MEP) systems

On-site labor4.
wages and
productivity
factors
Heavy5.
equipment
rental or
depreciation
costs
Contractor6.
overhead and
profit margins
Permits, fees,7.
and
professional
services (where
applicable)

By maintaining such a
b r o a d  s c o p e ,  t h e
Marshal l  and  Swift
Building  Cost  Index
cap tu res  t he  f u l l
picture of what it truly
costs to build.

WHY THE INDEX
MATTERS FOR
REAL ESTATE AND
CONSTRUCTION
PROFESSIONALS

T h e  p r a c t i c a l
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applications  of  the
Marshal l  and  Swift
Building Cost Index are
vast. Here are some of
the  most  common
uses:

Property
Appraisal
and
Valuation
O n e  o f  t h e  c o r e
m e t h o d s  u s e d  b y
a p p r a i s e r s  t o
determine a property’s
v a l u e  i s  t h e  c o s t
a p p r o a c h .  T h i s
approach  estimates
the  replacement  cost
of a building, subtracts
depreciation, and adds
the  land  value.  The
Marshal l  and  Swift
Building  Cost  Index  is
e s s e n t i a l  f o r
c a l c u l a t i n g  t h e
rep lacement  cost

accurately.  Without  a
r e l i a b l e  i n d e x ,
appra i se rs  wou ld
struggle  to  adjust
historical cost data for
inflation  or  market
shifts.

Insurance
Underwrit
ing and
Claims
Property  insurance
policies typically aim to
cover the replacement
cost of a building in the
event  of  a  total  loss.
Insurers use the index
to  ensure  that  the
policy  limits  are  set
high  enough  to  cover
actua l  rebu i ld ing
expenses.  Similarly,
when  a  claim  occurs,
adjusters  rely  on  the
index to determine fair
settlement  amounts.
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Using  an  outdated  or
generic index can lead
t o  e i t h e r
u n d e r i n s u r a n c e
(serious  financial  risk
f o r  t he  owne r )  o r
o v e r i n s u r a n c e
(unnecessary premium
expense).

Feasibilit
y Studies
and
Budgetin
g
D e v e l o p e r s  a n d
investors often use the
Marshal l  and  Swift
Building Cost Index to
benchmark the cost of
new  const ruc t ion
against historical data.
By  comparing  index
values over time, they
can  evaluate  whether
market  conditions  are

favorable for starting a
new project. The index
also  aids  in  creating
realistic  budgets  and
contingency  reserves.

Tax
Assessme
nt
Appeals
Property tax assessors
sometimes rely on cost
d a t a  t o  v a l u e
c o m m e r c i a l  a n d
industrial  properties.
When property owners
d i s a g r e e  w i t h  a n
assessment,  they  can
use  the  Marshall  and
Swift  Building  Cost
Index to argue that the
replacement cost used
by  the  assessor  is
either  too high or  too
low relative to market
evidence.
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Portfolio
Managem
ent and
Financial
Reporting
Large  rea l  es ta te
port fo l ios  require
consistent  valuation
m e t h o d s .  F u n d
m a n a g e r s  a n d
corporate  real  estate
departments  use  the
index to  update  asset
values on their books,
part icu lar ly  when
market  sales  data  is
scarce.  The  index
provides  a  defensible,
third-party  benchmark
for  financial  reporting
and  audits.

REGIONAL
VARIATIONS: WHY

LOCATION
MATTERS

Construction costs can
vary  significantly  from
one  city  to  another,
even  within  the  same
state.  Factors  such as
loca l  wage  ra tes ,
material  availability,
climate  conditions,
building  codes,  and
transportation costs all
contribute  to  these
differences.  The
Marshal l  and  Swift
Building  Cost  Index
accounts  for  these
regional  disparities  by
maintaining  separate
ind i ces  fo r  ma jo r
metropolitan areas.
For example, the index
for  New York City  will
reflect the higher labor
costs,  stricter  codes,
and  denser  urban
environment,  while  a
rura l  index  in  the
Midwest  wi l l  show
lower  baseline  costs.
This  granularity allows
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users  to  tailor  their
e s t i m a t e s  t o  t h e
specific  market  where
a  property  is  located,
rather than relying on
a  generic  nat ional
average that could be
misleading.

LIMITATIONS OF
THE MARSHALL
AND SWIFT
BUILDING COST
INDEX

No tool is perfect, and
i t  i s  impor tan t  to
u n d e r s t a n d  t h e
l imi tat ions  o f  the
Marshal l  and  Swift
Building Cost Index to
use it effectively.

Generaliz
ed
Building

Models
The index is based on
standard  bui ld ing
prototypes.  If  your
p r o j e c t  i s  h i g h l y
customized—featuring
unique  architecture,
specialized equipment,
o r  u n u s u a l
materials—the  index
may  not  capture  the
exact cost structure. In
such cases, a detailed
line-item estimate from
a  cost  estimator  is
more  appropriate.

Lag Time
in Data
Like  any  index  that
relies on periodic data
collection, there can be
a  lag  between  when
price  changes  occur
and  when  they  are
reflected  in  the
published  numbers.
During periods of rapid
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inflation  or  supply
chain  disruption  (as
s e e n  i n  t h e  e a r l y
2020s),  users  should
be  aware  that  the
index  values  may  not
fully capture the most
c u r r e n t  m a r k e t
conditions.

Not a
Substitut
e for
Professio
nal
Estimates
The Marshall and Swift
Building  Cost  Index  is
an  excellent  tool  for
trend  analysis  and
a p p r o x i m a t e
va luat ions ,  but  i t
should not be used as
the  sole  basis  for  a

construction  budget.
Professional  quantity
surveyors  and  cost
estimators  bring  on-
the-ground  knowledge
that  an  index  cannot
replicate.

HOW TO ACCESS
AND USE THE
INDEX

Marshall & Swift makes
i ts  data  ava i lab le
t h r o u g h  s e v e r a l
channels.  The  most
common is the annual
publ icat ion  of  the
M a r s h a l l  &  S w i f t
Commerc ia l  Cos t
Handbook  (and  i ts
r e s i d e n t i a l
counterpart).  These
v o l u m e s  i n c l u d e
detailed  cost  tables,
local  multipliers,  and
the  full  index  values.
Users  can also access
the  da ta  t h rough
integrated  software
platforms  offered  by
third-party  providers,
o r  d i r e c t l y  v i a
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s u b s c r i p t i o n  t o
Marshal l  &  Swift ’s
online  services.
T o  u s e  t h e  i n d e x
effectively,  follow
these  steps:

Identify your
building type
and location.
Select the
appropriate
base year for
comparison.
Apply the
index factor to
your known
historical cost.
Adjust for
specific
building
features (e.g.,
high-end
finishes, unique
structural
systems).
Cross-
reference with
local market
conditions for
validation.

By  f o l l ow ing  th i s

workflow,  you  can
produce cost estimates
that  are  both  reliable
and  de fens ib le  in
professional contexts.

CONCLUSION

The  Marshall  and
Swift  Building  Cost
Index  r e m a i n s  a
c o r n e r s t o n e  o f
construct ion  cost
ana lys i s  i n  Nor th
Amer i ca .  I t s  l ong
h i s t o r y ,  b r o a d
c o v e r a g e ,  a n d
attention  to  regional
variation  make  it  an
essent ia l  too l  fo r
appraisers,  insurers,
d e v e l o p e r s ,  a n d
financial  analysts.
While  no  index  can
replace the nuance of a
professional  on-site
a s s e s s m e n t ,  t h e
Marshal l  and  Swift
Building  Cost  Index
provides a credible and
consistent  foundation
f o r  e s t i m a t i n g
replacement  costs,
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evaluating  investment
opportunities,  and
managing  risk  in  the
built environment.
W h e t h e r  y o u  a r e
preparing an insurance
renewal,  appealing  a
tax  assessment,  or
p l ann ing  a  ma jo r
development ,  the
index  offers  the  clarity
and  confidence  that

comes  f rom  data -
dr iven  ins ight .  By
understanding  how  it
works  and  where  its
limitations lie, you can
leverage  the  Marshall
and Swift Building Cost
Index to make smarter,
m o r e  i n f o r m e d
decisions  in  an  ever-
changing  construction
landscape.


