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Re: Crisis in Construction 
 
Dear Public Sector Official: 
 
The construction industry has been rocked by unprecedented increases in material costs and supply-
chain bottlenecks to the point where the deepening crisis now threatens the timely delivery of 
construction projects and the sustained viability of many of our member firms and supplier partners. 
 
Together, our organizations represent hundreds of construction businesses that support family-
sustaining careers across New Mexico. Many of these businesses have been absorbing losses on average 
of 20%-30% on projects within their existing pipeline of work. National data provides supportive 
evidence that bid prices have not kept pace with the spikes on materials pricing yielding a market 
dynamic that is unsustainable and portends a harsh market correction and the prospective demise of 
many firms that provide valuable project delivery capacity within the statewide construction market. 
 
Private construction businesses are currently shouldering the cost and risk of funding public 
infrastructure projects without fault and with little accommodation. Understandably, owners must be 
accountable for the project bottom line, but we warn that rigid adherence to this principle will come 
with catastrophic cost to the industry. The lack of a fair, shared-risk model will squeeze out those least 
able to sustain market price volatility over a prolonged period. Should this dynamic continue unabated, 
there will be reduced capacity within the industry at all levels, resulting in a shift in the construction 
marketplace away from publicly funded work. We have already heard contractors of all sizes declare 
they are shifting their business strategy from public to private work, or they are choosing to bid less 
work than they have capacity because they simply cannot afford the associated risks inherent in the 
public marketplace. It is untenable for public owners to ignore such market realities and force 



construction businesses to pay for public projects by shifting price escalation responsibility and risk onto 
the contractor without fair accommodations.  
 
Notably, we are further concerned about the disproportionate impact the crisis is inflicting upon women 
and minority-owned businesses that predominately identify as small businesses. Smaller contractors are 
less likely to have access to capital and are disproportionately challenged with cash flow. Absent 
remedies in the near term, these businesses will not be able to sustain operations and will inevitably 
close their doors. They simply cannot absorb the scale of price escalation the market is inflicting upon 
their operations. Moreover, when MBE/WBE businesses close, our market will be further challenged in 
meeting diverse contracting goals. We need to stand together as partners and not allow this destructive 
market cycle to take root and consume such valued and much needed emerging business partners if we 
expect to build a viable community of diverse contractors. 
 
We deeply value the close relationships and strong partnerships we hold with our public owner 
partners. Together, we have worked cooperatively to solve countless problems and bring value for 
taxpayers. In the spirit of this partnership, we appeal to you to again step forward and join us in 
implementing a more balanced and shared-risk model that allows the industry to transit through this 
unprecedented market instability. We need public owners to not only recognize these concerns, but to 
take timely action to help mitigate this crisis. 
 
To this end, we are prepared to come to the table and discuss specific solutions that will provide needed 
relief that fairly shares the risk of materials price instability. To date, we have passed along mechanisms 
implemented in other states that have resulted in a more level playing field such as material-specific 
adjustment clauses. Contractors have adequate documentation of bid price quotes and invoice data that 
provides the necessary justification of actual prices paid. Such justification holds true for projects 
completed over the past year and for those that are just bidding now. Again, we contend it is not the 
responsibility of business owners to pay for unforeseen price escalations and reasonable and defensible 
accommodation(s) should be provided. Additionally, there is a time and place for adequate material 
substitutions and time extensions that some public owners are allowing, but it is not enough. It is time 
for decisive and meaningful action to help alleviate a crisis and more fairly share the risk between 
partners. 
 
To be clear - contractors are not looking to leverage a market disruption for gain. We are asking for 
owners to help share the risk of this extremely volatile situation brought on by the global pandemic and 
now exacerbated by war in Ukraine. We are asking for fair relief, contract language protections, and 
payment for work completed when justification is provided. 
 
We look forward to a productive and respectful dialogue as we work together to solve these challenges 
and continue to bring value and accountability to taxpayers. 
 
Sincerely, 
 
Kelly Roepke-Orth, CEO 
Associated General Contractors New Mexico 
 
Gia Espinoza, Executive Director 
American Subcontractors Association New Mexico 
 



Jason Espinoza, State Director 
National Federation of Independent Business – New Mexico 
 
June Kimbrough, Executive Director  
New Mexico Chapter, National Electrical Contractors Association 
 
Carla Kugler, President/CEO 
Associated Builders & Contractors 
 
Ronda Gilliland-Lopez, Executive Director 
Mechanical Contractors Association of New Mexico  
Sheet Metal & Air Conditioning Contractors Association of New Mexico 
 
Rhiannon Samuel, Executive Director  
NAIOP New Mexico 
 
 


