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Current economic influences on construction

• GDP, personal income: steady but modest gains

• No improvement in office, retail, hotel rent/vacancy

• Muni bond market is working, but not bank lending

• State/local tax shortfalls deeper spending cuts

• Too early to assess effects of health care law

• Stimulus (details: www.agc.org/stimulus)

Source: Author
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Construction-related stimulus funding (~$135 bil.)
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Stimulus timing, strings

• Timing – road $ spent fast; other $ delayed due to:

• New programs had to be designed

• Agencies didn‟t have enough personnel

• Buy American terms stopped use of funds 

• Other factors

• Davis-Bacon

• Reporting requirements: jobs, executives‟ pay

• No E-Verify requirement or broad-based FAR

• No project labor agreement mandate, but…

Source: Author
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’09-’10 tax changes affecting construction

• 5-year carryback of „08 (and „09) net operating losses

• 6.2% payroll tax credit for workers hired 3/18-12/31/10

• Build America bonds—now extended 

• Bonds for school construction, “recovery zones,” tribal 

areas, renewable energy, energy conservation

• Modified renewable energy, conservation credits

• $8000 homebuyer tax credit

Source: Author
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Economic impact of nonresidential construction

• Jobs: 28,500 per $1 billion

• 1/3 direct, onsite construction

• 1/6 indirect (quarries, mfg., services)

• 1/2 “induced” by spending from higher earnings of 

construction, indirect workers and owners

• GDP: $3.4 billion

• Personal Earnings: $1.1 billion
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Permits
vs. 3/10 vs. 4/09

SF -10.7% 22.5%

MF -14.7% -4.7%

Starts

SF 10.2 % 53.6 %

MF -18.6% -13.2%



Housing outlook

• SF: starts, permits should rise throughout „10

• MF: No improvement likely until „11

- Rental demand hurt by job losses among would-

be renters and by first-time homebuyer credit

- Supply swelled by owners and banks who are 

trying to rent out houses and condos

- Banks remain unwilling to lend to developers

Source: Author
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Nonres totals (billion $, SAAR), share, 1- & 12-month change

4/10 Total Share vs. 3/10 vs. 4/09

Nonresidential $597 billion 100% + 2% - 16%

Educational 89 15 0 - 17

Power 88 15 + 5 - 5

Highway and street 84 14 + 4 + 5

Manufacturing 58 10 + 3 - 31

Commercial 42 7 - 3 - 37

Health care 42 7 + 1 - 13

Office 42 7 0 - 29

Transportation 39 7 0 + 18

Sewage and waste disposal 26 4 + 4 - 1

Communication 19 3 + 7 - 12

Amusement and recreation 17 3 + 7 - 17

Other (water, public safety; lodging; religious; conservation): 9% of total
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Construction spending: public works (billion $, SAAR) 
2008, 2009, 2010
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Construction employment, wage and cost trends, 2008 - 2010

2008, 2009, 2010
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Producer price indexes, 1/08-4/10

2008, 2009, 2010
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Outlook for materials

• Industry depends on specific materials that:

• are in demand worldwide

• have erratic supply growth

• are heavy, bulky or hard to transport

• Construction requires physical delivery

• Thus, industry is subject to price spurts, 

transport bottlenecks, fuel price swings

• Allow for 6 to 8% PPI increases esp. after 2010
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Source: Author’s forecasts
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Change in construction employment, 4/09-4/10
States (incl. D.C.)

(SA)

Metros

(NSA)

1. North Dakota (8%) 1. Eau Claire, WI (24%)

2. Kansas (6%) 2. Haverhill-North Andover-Amesbury, MA-NH (14%)

3. Alaska (1%) 3. Bismarck, ND (13%)

National Average (-9% SA, -9% NSA)

49. Vermont (-17%) 335. Las Vegas-Paradise, NV (-31%)

50. Colorado (-19%) 335. Flagstaff, AZ (-32%)

51. Nevada (-28%) 337. Monroe, MI (-46%)
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Source: BLS
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Construction Employment Change
(not seasonally adjusted)
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Predictors of construction demand
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Summary for 2010

• Nonres spending: 0 to -5% (more stimulus put in 

place, maybe gains in retail, higher ed, hospitals)

• Res: +5 to +10% (SF up, MF down all year)

• Total construction spending: -4% to +2%

• Materials costs: 0% to +8%

• Labor costs: +2.5% or less

23

Source: Author



Summary for 2011

• Nonres spending: 0 to +5% (less stimulus; weak 

state-local; more retail, hotel, higher ed, hospitals)

• Res: +5 to +10% (SF up, MF leveling off)

• Total construction spending: +3 to +7%

• Materials costs: 3% to +8%

• Labor costs: +3% or less
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Source: Author



AGC economic resources 

(email simonsonk@agc.org)

• The Data DIGest: weekly 1-page email 

(sign up: www.agc.org/datadigest)

• PPI tables: emailed monthly

• State and metro data

• Stimulus info: www.agc.org/stimulus

• Webinars

• Feedback on stimulus, credit, costs
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