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Post-Storm Construction Hiring May Aid U.S.
Economy
Alex Veiga, Matthew Perrone, AP Business Writers
Hiring in the long-depressed U.S. construction industry will get a boost from the
rebuilding that will follow Superstorm Sandy. Those jobs, in turn, could raise
economic growth, analysts say.
The modest lift to the economy is expected to come in the first months of 2013.
Construction firms, contractors and local governments will hire to rebuild or
renovate homes, buildings, roads and bridges that were damaged or destroyed.
"This is going to be a net positive, particularly in the mid-Atlantic," said Sophia
Koropeckyj, managing director Moody's Economy.com.
Sandy inflicted up to $50 billion in estimated losses from property damage, lost
business and additional living costs. The damage was concentrated near the
coastlines of New Jersey and New York City.
Construction jobs are especially vital to the economy. Pay is higher than average: At
$25.86, average hourly pay tops the average of $23.58 for all U.S. private-sector
jobs — and is far above the averages for areas like retail ($16.43) and leisure and
hospitality, which includes restaurants and hotel jobs ($13.35).
In addition, job growth in construction typically spurs hiring for other jobs, like
architects, real estate agents and sellers of appliances, building materials and office
equipment. The stocks of home-improvement retailers like Home Depot (up more
than 3 percent) and Lowe's (up nearly 6 percent) surged last week even as overall
stock prices were flat.
Boats and cars destroyed by Sandy will have to be replaced, too, likely leading to
some increased manufacturing.
Economists caution that the construction hiring may be only modest and will likely
boost the economy only slightly. And the storm damage could slow growth a bit in
the current October-December quarter. Factories, oil refineries, restaurants and
stores that were closed or disrupted will cut hours or jobs. Some consumers will
earn and spend less as a result. And some construction projects that had been set
to start will have to be canceled or put off.
In the current quarter, the storm will slow the economy's annual growth rate by a
slight two-tenths of 1 percentage point, predicts Mark Vitner, senior economist at
Wells Fargo. But Vitner thinks reconstruction will speed the economy by the same
amount in both the first and second quarters of 2013. Last quarter, the economy
grew at an estimated 2 percent annual rate.
Page 1 of 3

Post-Storm Construction Hiring May Aid U.S. Economy
Published on Industrial Maintenance & Plant Operation (http://www.impomag.com)
Any help for construction could help invigorate the economy. Since the Great
Recession ended nearly 3½ years ago, economic growth has been slowed by lost
construction jobs and diminished residential and commercial building.
Most of the rebuilding won't start right away, analysts noted. Insurance claims must
first be settled. Government money will need to be allocated in some areas. And if
the Northeast winter is severe, much work will have to be put off until spring.
Once construction firms step up hiring in the first few months of next year,
Koropeckyj foresees a beneficial ripple effect.
"Not only will it help construction directly, but also the building supply stores,
wholesale trade," she said. "It's going to be helping the automotive industry by
boosting demand for utility trucks and pickup trucks."
The need for rebuilding is widespread in the areas hit by the storm. Along New
Jersey's 127-mile coastline, for example, Sandy wrecked thousands of homes, from
multimillion-dollar houses to modest bungalows, along with boardwalks, roads and
bridges.
"I have construction companies calling me — companies from North Carolina that
have moved up here and want to partner up with us," said James Jefferson, coowner of Property Services Integrated, a contractor in Jersey City. "We'll hire
another manager, if not two managers, and another person in the office. We'll
probably pick up a handful or six new carpenters."
Some contractors and construction firms could face a shortage of the skilled
workers they need for rebuilding. Many lost jobs and left the industry after the
housing meltdown all but froze demand for construction. Nearly 30 percent of the
industry's jobs vanished.
Their loss has been a chronic drag on the economy. Typically, once recessions end,
construction booms and fuels a new economic expansion. That didn't happen after
the recession officially ended in June 2009, which helps explain why growth and
hiring have remained subpar since.
Construction has begun to recover. Last month, U.S. home construction reached its
fastest rate in more than four years — a seasonally adjusted annual rate of 872,000.
That's more than 82 percent above the recession low.
Yet it's still well short of the 1.5 million annual rate considered healthy and the 2
million-plus homes that were begun at the peak of the housing boom in 2007. Just
in New Jersey, construction employment since the boom has shrunk by a third, or
60,000 — 12,000 of them this year.
"It's going to be harder for construction firms to find these by-definition experienced
workers," said Ken Simonson, chief economist for the Associated General
Contractors of America. "Given that it's been six years of no net gain in
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(construction) employment, I think a lot of them would be hesitant to say 'I'll drop
the job I've now found or give up on the training that I'm getting and go back to
construction.'"
Some construction companies have struggled to find carpenters or wallboard
installers, in addition to pipe-fitters and welders who have migrated to the oil and
natural gas industries, Simonson said.
Still, most economists expect the sudden demand for construction jobs to draw
more workers into the industry, at least temporarily.
"We will see not only construction workers in the northeastern part of the country,
but workers from around the country will be flocking to the area," said Sung Won
Sohn, an economics professor at the Martin Smith School of Business at California
State University.
"I think it will be a significant boost to the construction industry."
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