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Quick Facts about the Construction Industry

The construction industry has played a powerful role in sustaining economic growth, in addition to producing structures that add to productivity and quality of life.

· Construction is a significant source of jobs. The industry provides jobs for 7.2 million employees—more than 5% of the total nonfarm workforce. Nonresidential construction accounted for at least 4.3 million workers in August 2008. (As many as 500,000 additional specialty trade contractors may have been incorrectly counted as residential workers but are now employed in nonresidential work.)

· Construction jobs are good-paying jobs. In August 2008, seasonally adjusted hourly earnings in construction averaged $22.05 per hour, 22% higher than the average for all private industry nonsupervisory workers, and an increase of 5% since July 2007.

· Construction makes a disproportionately large contribution to GDP. For 11 straight quarters through mid-2008, investment in private nonresidential structures grew faster than gross domestic product (GDP). Construction spending totaled $1.14 trillion (8.2% of GDP) in 2007; nonresidential spending amounted to $638 billion—or 56% of total construction—and was up 16% from 2006. 

· Construction is a major purchaser of U.S. manufactured products. Shipments of construction materials and supplies in 2007 totaled $518 billion—more than 10% of all U.S. manufacturers’ shipments. Construction machinery shipments totaled $28 billion—8% of all machinery shipments.

· Materials costs are a major problem. From December 2003 to August 2008, the producer price index for inputs to construction jumped 44%, more than double the rise in the consumer price index.

· The typical construction firm size is very small. In 2005, there were 778,000 construction firms with 6.8 million paid employees. Thus, average employment was less than nine per firm. More than two million additional construction firms had no paid employees—mainly self-employed individuals but also partnerships and holding companies

· Small business is big in construction. In 2005, 92% of construction firms had fewer than 20 employees. Only 1% had 100 or more.

· Construction is a low-margin industry. The 2007 Construction Industry Annual Financial Survey, conducted by the Construction Financial Management Assn. (www.cfma.org), included responses from 756 companies. The net margin before income taxes in the latest fiscal year averaged 2.7%. The median return on assets was 8.8%. Internal Revenue Service figures for 2004 show that the 722,000 corporations in construction had net income (less deficit) of $47 billion, or 3.7% of total receipts of $1.3 trillion. That was considerably below the all-industry average margin of 4.9%.

· Construction is a high-turnover industry in terms of entering and exiting firms. Census data prepared for the Office of Advocacy of the U.S. Small Business Administration shows that 101,000 of 652,000 establishments (fixed locations) with employees in 2005 (15%) opened that year and 81,000 closed.
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