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Michigan Senate Economic Development Committee Hearing

Testimony from Bart Carrigan, President of AGC of Michigan Regarding SB 1269

The Associated General Contractors of Michigan is Michigan’s oldest and largest full-service trade
association. Founded in 1916, AGC of Michigan has actively represented Michigan’s largest construction
firms who actively support the association’s motto “Skill, Integrity and Responsibility.” AGC Michigan is a
state chapter of the AGC of America.

AGC is supporting McLaren Health Care Corporation’s proposal to complete Phase 2 of its Clarkston

' Campus project. We have reviewed the June 25, 2011 analysis by Gary Wolfram, and agree with the
conclusions about the benefits to both Clarkston and Pontiac’s citizens. We wish to focus our comments on
the economic benefits of the project, because there is a positive economic benefit to the northern Oakland
County economy and to the direct, indirect and induced recipients of the increased economic activity.

AGC of American employs an economist Ken Simonson. I have included some information supplied by Mr.
Simonson that can provide your committee members with Michigan data and information about the
economic impact of construction in Michigan.

Mr. Simonson testified in front of this Committee on May 1 of this year. He pointed out that between 2000
and 2011 Michigan lost 43% of its construction jobs, from 2011 to 2012 Michigan lost another 2.5% of its
construction jobs. He demonstrated the positive impact that construction has on the economy and urged the
Committee to take efforts to continue to invest in Michigan through construction. :

-Michigan’s construction industry is a resource that should be valued highly by law-makers. It is not a spigot
that should be turned on and off. Public owners like MDOT know this and they do “needs studies™ and seek
level, predictable funding of highway construction so they don’t have the added cost of mobilization and
demobilization of construction resources. Our building contractors deserve to have lawmakers try to provide
them with work opportunities so they can continue to provide construction services without the added cost of

mobilization and demobilization.

Mr. Simonson’s assessment of the beneficial economic impact of investment in construction shows figures
that are very similar to those provided by McLaren and The Christman Company. There will be a very
positive economic impact to the regional economy if this project is approved.

Please give McLaren’s project the approval so that McLaren, The Christman Company and Michigan’s
‘construction tradesmen and women can go to work and improve the economic climate in Oakland County.

' Bart Carrigan, President :

“Building Michigan’s Future”
www.agcmichigan.org
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The Economic Impact of Construction in the United States and Michigan

Economic Impact of Investment in Nonresidential Construction:

An additional $1 billion invested in nonresidential construction
would add $3.4 billion to Gross Domestic Product (GDP), $1.1
billion to personal earnings and create or sustain 28,500 jobs.

o About one-third (9,700} of these jobs would be on-site
construction jobs. .

o About one-sixth {4,600) of the jobs would be indirect jobs
from supplying construction materials and services. Most
jobs would be in-state, depending on the project and the mix
of in-state suppliers.

©  About haif (14,300) of the jobs would he induced jobs
created when the construction and supplier workers and
owners spend their additional incomes. These jobs would be
a mix of in-state and out-of-state jobs. Conversely,
investments elsewhere would support some indirect and
induced jobs in the state.

Nonresidential Construction Spending:

Nonresidential spending in the U.S. in 2010 totaled $555 hillion
{5293 billion public, 5262 billion private).

Private nonresidential spending in Michigan totaled $3.2 bilifon in
2010. {Public spending is not available by state.)

Nonresidential starts in Michigan totaled $4.4 billion in 2010 and
$5.5 hillion in 2011, according to Reed Construction Data.

Construction Employment (Seasonally Adjusted):

Construction (residential + nonresidential) employed 5.6 million
workers in February 2012, an increase of 69,000 {1.3%) from
February 2011 and a decrease of 2.2 miilion (28%) from April
2006 when U.S. construction employment peaked.

Construction employment in Michigan in February totaled
123,800, a decrease of 1.2% from February 2011 and a decrease
of 42% from the state’s peak in April 2000,

Construction Industry Pay:

In 2010, annual pay of all construction workers in the United
States averaged 549,588, 7% more than the average for all
private sector employees.

Construction workers’ pay in Michigan averaged $50,614, 16%
more than all private sector employees in the state.

Small Business:

The United States had 713,000 construction firms in 2009, of
which 92% employed fewer than 20 workers.

Michigan had 19,600 construction firms in 2009, of which 94%
were small {<20 employees).
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Emp). Change by Metro {not seasonally adjusted) Rank
Metro area or division 211-2112 {out of 337)
Statewide* {Const/mining/logging) -2%
Ann Arbor* -4% 266
Battle Creek* 27% 4
Detroit-Livonia-Dearborn, Div.* -3% 243
Flint* 4% 112
Grand Rapids-Wyoming* -9% 310
Holland-Grand Haven* 0% 172
Kalamazoc-Portage™ -11% 320
tansing-East Langing* -15% 329
Monroe* -32% 337
Nifes-Benton Harbor* 7% 290
| Saginaw-Saginaw Township North* -4% 266
Warren-Troy-Farmington Hills, Div.* 3% 123

“The Bureau of Labor Statistics reports employment for construction, mining and
logging combined for most metro aveas and some states in which mining and fogging
have few employers. To allow comparisons hetween states and their metros, the
table shows combined employment change,

Source: Ken Simonson, Chief Economist, AGC of America, simonsonk@®agc.org, from Prof. Stephen Fuller, George Mason University (investment);
Census Bureau {spending); Reed Construction Data {starts); Bureau of Labor Statistics {jobs, pay); Small Business Administration (small business)
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The Economic Impact of Construction in the United States

The Impact of Nonresidential Construction on GDP, Earnings and Jobs:
e An extra $1 billion in nonresidential construction spending adds about $3.4 billion to Gross Domestic
Product (GDP), about $1.1 billion to personal earnings and creates or sustains 28,500 jobs:

o 9,700 jobs direct construction jobs located in the state of investment;

o 4,600 jobs indirect jobs from supplying construction materials and services, mainly within the state
where the investment occurs, but some from other states;

14,300 jobs induced when workers and owners in construction and supplier businesses spend their
additional wages and profits, locally and nationwide.

Construction Employment and Unemployment:

e The construction industry (residential plus nonresidential) went into recession a year and a half before the
overall economy and still has not emerged from it. Employment peaked at 7.73 million in April 2006,
seasonally adjusted, and fell to 5.5 million {down 28%) by February 2010 and has remained near that level
since then. The industry’s unemployment rate in August 2012 was 11.3%, not seasonally adjusted, the
highest of any industry.

Construction Spending:
e Construction spending totaled $778 billion in 2011, a 12-year low. Public construction spending totaled 5283
billion; private nonresidential spending, $258 biilion; and private residential, $237 billion.

Construction Materials, Supplies and Machinery:

e Construction is an important source of orders for U.S. manufacturing. In 2011 U.S. manufacturers shipped
$444 billion in construction materials and supplies {9% of total factory shipments} and $47 billion in new
construction equipment (13% of total machinery shipments).

Construction Industry Pay:
e Construction creates good-paying jobs. In 2010 annual pay of all construction workers in the United States
averaged 549,588, 7% more than the average for all private-sector employees.

Small Business:

¢ Small business is big in construction. The United States had 713,000 construction firms in 2009, of which
92% were small businesses employed fewer than 20 workers. Only 1% had 100 or more employees. In 2009,
there were 713,000 construction firms with 6.0 million paid employees. Thus, average employment was less
than nine per firm. An additional 2.4 million construction firms had no paid employees—mainly seif-
employed individuals but also partnerships and holding companies.

Source: Ken Simonson, Chief Economist, AGC of America, simonsonk@agc.org, from Prof. Stephen Fuller, George Masaon University, and U.S. Government sources
September 7, 2012
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AGC economic resources
(email simonsonk@agc.org)
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Constructioh Employment
Inereases by 17.000 in December

Cansiruclion emplayment Increased in December by
17,000 driven by gains in nentesidential construttion
employment, according to an analysis of new fedarat
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Data Sources

State Construction Employment

U.S. Department of Labor, Bureau of Labor Statistics - Efnplovment. Hours, and Earnings from the Current Employment

Statistics survey (State & Metro Area)

State Construction Spending

U.S. Depariment of Commerce, Bureau of Economic Analysis - Regional Economic Accounts

State Construction Compensation
U.S. Department of Labor, Bureau of Labor Statistics - Quarterly Gensus of Employment and Wages

Number and Size of Firms by State

u.s. Censué Bureau, County Business Patterns

State Population

U.S. Census Bureau

Construction Materials Costs

U.S. Department of Labor, Bureau of Labor Statistics - Producer Price Indexes -

Housing Prices

Federal Housing Finance Agency — www.fhfa.gov

Home Sales

National Assaciation of Realtors — www.realtor.org

Personal Income
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