
KSA Construction Cost Benchmarking - Q3 2020

Clear challenges for the KSA market – but scope for
optimism remains 

The Kingdom of Saudi Arabia’s 
construction industry saw a downturn 
in Q3, following an expected outcome 
during Q1 and a severe decline during 
Q2, with full-year results expected to 
show a year-on-year decline.  

2020 has been a historic year, with 
unprecedented worldwide events 
impacting on every region and every 
sector. Unsurprisingly, the outlook for the 
construction market anticipated in early 
2020 has been upturned by the global 
pandemic – although to date detriment to 
the construction industry has been less 
severe than for some other sectors. 

As well as the challenge of Covid-19, a 
further factor impacting KSA’s economy 
more widely in the first half of 2020 was 
declining oil prices. The impact of this 
has carried through to Q3. 

In summary, the forecast for construction 
output growth in 2020 has been 
recently revised to 2.9% from the 4.6% 
suggested in September 2020.  

Increasing risk pricing in reaction 
to the pandemic 
While the impact of the current pandemic 
is yet to be fully understood, Currie 
& Brown's analysis of tenders dated 
between Q2 and Q3 shows a clear trend 
in contractor market response to the 
pandemic. Perhaps predictably, we see 
an increase in contractors’ risk pricing, 
inflating preliminaries and rates.  

The consequent rise of between 10% 
and 20% of anticipated contract sum(s) 
can be attributed to various factors  
including: 

 ■ Restrictions on labour 
 ■ Impact on working practices 
 ■ Travel restrictions 
 ■ Material supply and logistics 
 ■ Company liquidity 

While this reactive risk pricing is 
anticipated to regulate over the short to 
medium term, the longer-term impact 
remains unknown.  

One notable observation, however, has 
been that cost increases attributable to 
both the pandemic and customs duty 
increases were negated during fee 
negotiations, with construction tender 
pricing reverting to alignment with market 
expectations in place at the start of the year.  

Impact of increased customs duties 
Another factor in the increase in 
construction unit rates is the introduction 
of higher customs duty rates by the 
Saudi Customs Authority, as announced 
in May 2020. Customs duty increases 
ranged between 0.5% and 15%.  

Indications from Currie & Brown’s early 
analysis are of a resulting 2% to 3% 
increase in overall KSA construction 
projects costs.  

Looking ahead to 2021 
Going forward, it is anticipated that 
known giga-projects will be delayed by 
around six months. Our prediction is that 
the impact of concurrent projects being 
awarded, in terms of construction works, 
will influence the market in early 2021, 
with expected tender inflation increases 
in the order of 2.5%.  

We anticipate that KSA will maintain 
strong in both private and public 
sector activity. It’s also probable 
that infrastructure and construction 
development will continue to grow in 
line with Vision 2030, as the Kingdom 
further expands both the entertainment 
and leisure and hospitality sectors. 
Nevertheless, the potential impacts 
of the ongoing pandemic can’t be 
ignored, making it highly likely that future 
developments will be reassessed, and 
expenditure reviewed with appropriate 
and timely decisions.  

Keeping our valued clients at the forefront 
of market insights and understanding, 
and supporting your confident decision 
making, Currie & Brown will continue to 
update our wealth of benchmarking data, 
to reflect the market, relevant tender 
returns impact, and/or any shortage of 
skilled labour and material impact. 
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Basis/assumptions/exclusions 

1. All costs derived from Currie 
& Brown's in-house database 
and project experience.  

2. Rates have been calculated 
based on the GIFA. 
measurement as defined by 
the RICS Code of Measuring 
Practice 6th Edition.  

3. Rates include for hard 
construction costs only.  

4. Rates are current as of Q3 
2020.  

5. Rates include contractor's 
general requirements. 

6. Rates exclude: 
 ■ Contingency   
 ■ Inflation beyond Q3 2020
 ■ Soft costs, such as, but 

not limited to, professional 
fees, local authority fees, 

legal fees, sales and 
marketing costs or pre-
opening costs

 ■ Location factor in KSA 
regions 

 ■ Land costs  
 ■ Finance costs  
 ■ Client direct costs 
 ■ White goods, loose FF&E 

or OS&E as applicable 
 ■ VAT 

7. Rate assumes a traditional 
build-only procurement route 
with works being undertaken 
by reputable main works 
contractors.   

8. The above rates are indicative 
and should not be used or 
relied upon in lieu of a detailed 
project-specific cost estimate. 

Asset description Low
(SAR/m2)

High
(SAR/m2)

Villa standard 3,000 4,200
Villa mid-market 3,500 5,000
Villa upper mid-market 4,500 7,500
Villa luxury 7,500 10,000

Residential - 
Villa

Asset description Low
(SAR/m2)

High
(SAR/m2)

Commercial office - 
standalone - core and shell

4,900 8,000

Commercial office - 
standalone - grade A

8,400 11,500

Commercial office - 
business park - core and 
shell

5,200 8,250

Commercial office - 
business park - grade A

8,700 11,750

Commercial 
property

Hospital 10,000 14,000
Clinic 12,000 14,500

Healthcare  

International school  3,500  6,000 
Mosque  5,000  9,000 

Other 
amenities  

Asset description Low
(SAR/m2)

High
(SAR/m2)

Park (hard landscape)  400  750 
Park (soft landscape)  350  650

Landscape  

Car parking - basement/ 
underground

3,000 3,800

Car parking - above-
ground structure

1,800 3,100

Car parking - podium 
with 1.2m exposed 
above grade

2,050 3,450

Car parking - on grade 500 1,200

Car parking   

Apartment - low rise 3,500 6,500

Apartment - mid rise 3,950 7,300

Apartment - high rise 4,550 9,000

Residential - 
Apartment

Three-star hotel 5,800 7,500
Four-star hotel 7,500 11,500
Five-star hotel 9,000 14,200

Hospitality   

Branded/serviced apartment  6,000  11,000 

Hotel - Branded/
serviced apartments

Regional mall  4,500  7,000 
District mall  4,000 6,500

Retail  

Integrated services 
Project and programme management
Cost management
Contract advisory services 
Design management 
Project controls and planning
Procurement advice
Facilities management consultancy


