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include labor, material, subtrades, and gross
profit) that are not only higher than in previ-
ous years but also, we believe, considerably
more accurate. Estimates of resale value are
also more accurate than ever before, thanks
o a record 2,188 members of the National
Association of Realtors who completed our
e-mail survey, Finally, we have introduced
nine regional averages following the divi-
sions established by the U.S. Census Bureau
(see map, facing). We believe this data pro-
vides more useful points of comparison than
the four larger regions used in previous years.

WHAT THE NUMBERS MEAN
When comparing cost estimates for actual
projects, remember that averaging tends to

T

have a leveling effect on “job cost” data
from the 2006 Cost vs. Value Report. And as

CERDes,
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Altic Bedroom Remodel
Basement Remodel
Bathroom Addition
Bathroom Remodel
Deck Addition

Family Room Addition
Home Office Remaodel
Major Kitchen Remodel
Master Suite Addition
Minor Kilchen Remode!
Roofing Replacement
Siding Replacement (vinyl)
Sunroom Addition
Two-Stary Addition

No Cause for Alarm

Should the industry be concerned about lower values in this year's
Cost vs. Value Report?

The unusually strong housing market over the past few years has boosted both remodeling
and new-construction aclivity. For many homeowners, the appreciation in house prices
significantly added to their net worth, Similarly, home improvement projects often paid for
themselves through a comparable increase in the home's value.

But every good thing must come to an end. Eventually, things return to normal and,
luckily for the remodeling industry, this year's Cost vs, Value Report seems to show that
“normal’” is when a home improvement project only costs 20 to 25 cents on the dollar.
The other 75 to 80 cents goes directly back into the home through increased value.
Coupled with the enjoyment that a homeowner will get from that improvement, remodaling
contractors still have a strong value proposition to offer their customers. —Kermit Baker
Is Director of the Remodeling Fulures Program of the Joint Center for Housing Studies
at Harvard University.

always, seemingly small differences in size,
scope, or quality of finishes can dramatically
affect final project cost (full project descrip-

tions are available at www.remodeling
magazine.com). Finally, local conditions
also play a part, often causing average prices
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Maijor Kitchen Remodel
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Roofing Replacement

Siding Replacement (fiber cement)
Siding Replacement (foam-backed vinyl)
Window Replacement (wood)

Window Replacement (vinyl)
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to appear too high or too low, even when
comparing neighborhoods in the same city.
In an actual real estate transaction,
the “cost recouped” for a given remodeling
project also depends on a variety of unpre-
dictable factors, including the condition of
the rest of the house, the value of similar
homes nearby, and the rate at which property
values are changing in the surrounding area.
A home's urban, suburban, or rural setting
also affects its value, as does the availability
and cost of new and existing homes in the

REPORTING REGIONS

The statistical accuracy or “confidence level” of the national averages is 95% +/- 2%, which
means that 95% of the time, national results for this survey will fall within 2% to either side of
the results published here. Confidence levels for each of the nine regions are as follows:
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