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DIVERSITY
AND ENHANCED
PROFITABILITY:

Looking forward, the goal must be to increase the size of the
nation’s construction workforce, including through greater diversity.

SOMETHING TO
UNIFY US AS THE
RECOVERY SLOWS

ANIRBAN BASU AND JOSEPH NATARELLI
mericans are deeply divided
on many issues — some-
thing that has become
increasingly apparent dur-
ing the ongoing presiden-
tial election cycle. The dimensions along
which these divisions persist are perhaps
too numerous to mention but include
positions on immigration, international
trade, the 1 percent, the Affordable Care
Act, women’s health, the minimum wage,
affordable housing, and personal and
corporate tax rates.

Imagine a circumstance under which
people who fixate on social justice and
those who strive to sustainably operate
businesses could rally around an issue
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and agree. It is hard to conceive of many
issues likely to generate agreement and
alignment, but one of them is assuredly
the goal of attracting more women and
minorities into the domestic construc-
tion industry.

Most contractors are well aware of the
difficulties in recruiting motivated, tal-
ented, and trained personnel into the
construction trades. Despite a national
obsession with the shrinking middle
class of the United States, today’s work-
force persistently overlooks middle-
income opportunities associated with
improving the character and capacities
of the nation’s built environment. Oth-
ers bemoan higher unemployment rates
among minorities and excessively low
compensation among women.

The fact that the nation’s construc-
tion industry wrestles with skills short-
falls on an ongoing basis is hardly



surprising when one considers how
underrepresented certain groups remain.
Policymakers in Washington, D.C. have
steadily begun to understand the poten-
tially positive socioeconomic impacts
associated with preparing more people
for technical fields. In a recent White
House release, the Obama Administra-
tion unveiled an intention to invest up
to $90 million in apprenticeship pro-
grams, including, of course, construc-
tion apprenticeship opportunities.’

While that will help develop the con-
struction workforce of the future, it may
not, in and of itself, produce a more
diverse construction workforce. This is
because historically many racial and eth-
nic minorities, as well as women, have not
gravitated toward these programs. For
instance, in 2009, the U.S. Department
of Labor released a report stating that only
3 percent of newly registered and active
apprentices in construction were female.
The typical profile of someone who com-
pletes an apprenticeship program is that
of a white male.

If construction were able to tap into
members of other groups, construction
skills shortfalls could be diminished.
According to the Bureau of Labor Sta-
tistics, there were roughly 9.9 million
people employed in the nation’s con-
struction industry in 2015.2 Unlike other
parts of the economy, like technology, man-
ufacturing, and even agriculture, the
makeup of the labor force is dominated
by a handful of select groups.

The latest available data indicate that
women only hold 9.3 percent of the indus-
try’s jobs, which translates into approx-
imately 924,000 positions. African-
Americans, who represent approximately
13 percent of the nation’s population,
are associated with 6 percent of the con-
struction industry’s employment. Asians,
who represent roughly 5 percent of the
nation’s population, represent less than
2 percent of the construction workforce.?

Obviously, there is one non-white
male group that is very well-represented
in the nation’s construction industry —
Hispanics. Hispanics hold nearly 29 per-
cent of the nation’s construction jobs,
translating into more than 2.8 million
positions.*
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In total, the result is a workforce that
remains too small. Given the large num-
ber of construction workers now in their
50s and 60s, the presumption among
many is that skills shortfalls will continue

to expand. The industry has many :

options, including attempting to pass

along labor cost increases to owners of :

projects and embracing more capital-
intensive production techniques.

However, while these conceivable solu-
tions would help support industry prof-
itability, they would not inure to the
benefit of the U.S. middle class. Higher
construction costs would make it even
more difficult to address the nation’s
growing infrastructure deficits, result-
ing in less productivity and wage growth.
More capital-intensive construction
processes would help support high-tech
companies in Silicon Valley and else-
where, but they would shrink the num-
ber of available middle-income positions.

The goal therefore must be to increase
the size of the nation’s construction
workforce, including through greater
diversity. According to the U.S. Bureau
of Labor Statistics, industry employ-
ment will increase by more than 12 per-
cent over the next decade. The dynamic
status quo is therefore likely to generate
greater workforce shortfalls.®

Some may wonder whether it is real-
istic to include more women in the con-
struction workforce. After all, the
stereotypical construction job is filled
by a brawny male wearing a plaid shirt,
jeans, and boots. Of course, women can
wear such items as well, but the stereo-
type ignores shifts in the ways in which
construction services are delivered today.
Many construction workers ply their
trades with computers or sophisticated
equipment. Data from Builder indicate
that women are more competitively com-
pensated in construction than in most

other industries. According to the Builder -

article, nationally, women earn about 82
percent of what men do. In construc-
tion, the figure is in excess of 93 per-
cent, indicating that women can compete
with men and are valued by their con-
struction employers.®

Thankfully, there are organizations
striving to enhance both the size and
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GIVEN

THE LARGE
NUMBER OF
CONSTRUCTION
WORKERS NOW
IN THEIR 50s
AND 60s, THE
PRESUMPTION
AMONG MANY
IS THAT SKILLS
SHORTFALLS
WILL CONTINUE
TO EXPAND.
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FIRST QUARTER
DATA HAVE BEEN
NOTORIOUSLY WEAK
IN RECENT YEARS,
WITH SECOND

QUARTERS OFTEN
USHERING FORTH
A SPRINGY
BOUNCE-BACK.
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the diversity of the nation’s construc-
tion workforce, including Women Con-
struction Owners & Executives USA and
the National Association of Minority
Contractors. However, there needs to be
a more general industry and policy-
making push in order to create and fill
more middle-income job opportunities.
As a final point, geography helps. Much
of the need to improve the built envi-
ronment in the United States is in the
nation’s cities. As it turns out, the com-
munities with the greatest need to be
rebuilt are often rich in minority pop-
ulation, creating an opportunity for peo-
ple to work toward improving their own
communities in very direct ways.

Faster productivity

growth is an imperative

There is perhaps greater urgency to secure
a more productive construction work-
force than many may realize. Construc-
tion firm owners and managers tend to
feel better about circumstances when
firms are busy. However, recent data
regarding industry activity have not
been nearly as upbeat.

The construction industry entered
2016 with a fair amount of momen-
tum. But the observed decline in
industrial production over the past
year, incredibly soft wage growth,
and jittery financial markets have led
to the loss of a meaningful fraction
of that forward push.

According to arelease from the Bureau
of Economic Analysis on April 28, non-
residential fixed investment in the United
States fell 5.9 percent (seasonally adjusted
annual rate) during the first quarter of 2016
after a 2.1 percent decline during the
fourth quarter of 2015.7 Investment in
nonresidential structures, a component
of the broader nonresidential category,
performed especially poorly, plunging
10.7 percent on an annualized basis in
the first quarter. Nonresidential invest-
ment in equipment, another subcategory,
didn’t perform much better, falling 8.6
percent over the same time period.

How bad is this? Nonresidential fixed
investment hasn’t had such a dreadful
quarter since the segment plunged
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12.3 percent during the second quarter
of 2009. Moreover, 2009 represents the
last time the segment contracted in con-
secutive quarters.

There are other indications of emerg-
ing near-term weakness. Nonresidential
construction spending fell 1.4 percentin
February (the most recent month for
which data are available), totaling $690.3
billion on a seasonally adjusted annualized
basis according to the U.S. Census
Bureau.® Despite the month-over-month
dip, February’s figure was still 1.5 per-
cent higher than December 2015’s total.
Precisely half of 16 construction spend-
ing subsectors experienced monthly
decreases in February, with more than half
the total decline in spending attribut-
able to the 5.9 percent decline in man-
ufacturing-related construction spending.

This could be due to any number of fac-
tors, including seasonal factors that will
unwind as temperatures warm. First quar-
ter data have been notoriously weak in
recent years, with second quarters often
ushering forth a springy bounce-back.
While weather in much of the nation was
milder this past winter than it was dur-
ing last year, the Mid-Atlantic region
was pummeled in February.

There have also been some unusual
economic dynamics unleashed by falling
oil and natural gas prices. Mining out-
put has been plunging in the United
States. Certain manufacturing segments
have also been negatively impacted. That
has translated into less investment. Of
course, falling oil and natural gas prices
are good for consumers, which may have
helped to stimulate both residential and
commercial construction. Given a house-
hold savings rate of 5.4 percent and ongo-
ing job creation, one suspects that the
economy will continue to expand with
consumers leading the way.

Even as construction output has stum-
bled, construction employment has con-
tinued to expand. The industry added
37,000 net new jobs in March according
to the U.S. Bureau of Labor Statistics.®
This follows a healthy gain of 20,000 net
new jobs in February. Over the past year,
construction has added more than
300,000 positions, an indication that
most construction firms remain busy.
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Most jobs have been added by specialty
trade contractors, who collectively sup-
port 5.5 percent more employment than
they did just one year ago. Among the
leading growth segments are the multi-
family rental market, hotel room con-
struction, office construction, and
highway/street construction.

The hope is that after posting very lit-
tle economic growth during the year’s
initial quarter, the U.S. economy will
gain strength during the second and
third. That happened last year as consumers
traveled and spent extensively. It could
happen again.

In any case, construction will fare bet-
ter if its labor force becomes more pro-
ductive. That is true under any
conceivable scenario. Among major U.S.
industries, construction has generated
among the lowest levels of productivity
gains over the past few decades. That
must change and will become especially
important when the industry finds itself
mired in its next downturn. ll
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