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I. Introduction 

 
Figure I: Total Construction/Total Construction Labor Jan 2005 to May 2009 
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On February 17, 2009 President Obama signed into law the American Recovery and Reinvestment Act 
(ARRA) of 2009. The ARRA has an allocation of approximately $160 Billion for Construction. This 
report will focus on the potential impact of spending a potential of $80 Billion on construction, within 
the next 12 months, on employment within the construction sector. For every construction job created 
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the economic literature indicates that the labor multiplier is between 1.5 to 2 additional jobs created 
meaning that for each job created there will be an additional .5 to 1 job created.  
 

II. The American Recovery and Reinvestment Act for Construction 
 
The American Recovery and Reinvestment Act of 2009 provided for $787 Billion dollars for the 
stimulus program.  Of that money there was $160B allocated to Construction. This was allocated in 
approximately the following manner: 
 
Department of Transportation: 
 Highways   $30B 
 Airports      3B 
 Rail       1.1B 
 Buses/railcars                6B 
 Army Corps of Eng       4.5B 
Defense Related: 
 Facilities     4.5B 
 Hospitals etc                  3.7B 
            Troop Housing              1.5B 
Housing HUD: 
 Public Housing     4.5  
 Section 8      1.5 
 Neighborhood 
                Stabilization               4.9B 
Schools: 
 Modernization/Repair     20B 
Energy: 
 Grid                                  11B 
 WAPA                              3.5B 
             BPA                                 3.5B 
 Renewable energy       8B 
 Energy efficiency              8.4B 
 Home weatherization        6.2B 
            Carbon Capture                 2.4B 
Health and Human Service: 
 Assorted                            3B 
Water/Environment                      
 EPA Clean Water             6B 
 Drinking Water                2B 
 Corp of Engineers            4.5B 
Other: 
 GSA         7.7B 
 National Parks                 1.7B 
 
These proposed construction expenditures while clearly construction expenditures appear less than what 
we would identify as purely clean construction projects. When one thinks of infrastructure expenditures 
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one thinks of the Lake Shore Drive (LSD) in Chicago, or the FDR in New York City or the building of 
buildings or energy facilities and not home weatherization or national parks which are more associated 
with recreation than true infrastructure. It is however also silly to nitpick when there is 20% going only 
to highways, but it is also no wonder that even the liberal economists were not ecstatic about this 
stimulus package. Our goal is to understand the potential impact of this bill and to see where and how it 
impacts the economy and the markets, and not worry about the politics of the program.  
 

III. Job Losses Since January 2008 
 
One of the key objectives of the stimulus contraction package is to create jobs. By looking at the 
employment data in conjunction with the construction data we can get a sense of how effective these 
expenditures may well be. Of course if the stimulus was cleaner it would be more effective, however we 
have what we have.  
 
The employment report is often considered the most important single economic report of the month and 
may be used to determine how many jobs can be created in construction given a certain allocation of 
resources. Figure 1 above plots the relationship between total construction spending divided by the 
number of employees working in construction. It shows a consistent pattern of approximately $150K per 
man year of output. This does not include costs of materials but for our purpose this is not important, 
because the new construction will similarly have costs.  We have two of the variable and the third is not 
important in that it can be used as a constant. We have total costs and labor so all additional 
expenditures should give us number of necessary labors.  
 

Figure II: Change in Nonfarm Payrolls by Sector Jan 2003 to June 2009 (2003 = Base 100) 
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Figure II show the percentage change in the number of jobs created and lost by sector from 2003 the end 
of the last recession. We have included the Sectors of Construction, Manufacturing, Wholesale, Retail, 
Transformation, Professional Services, Leisure and Hospitality and Finance as well as the total loss of 
jobs. The table is indexed to base 100 from January 2003 indicating that a score of 100 would mean zero 
growth from 2003 to June 2009, and a score of 130 would indicate job growth of 30% in that sector. 
Similarly a score of 80 as we have with manufacturing would indicate a 20% loss of jobs from 2003.  
 
The figure shows that construction from 2003 to mid 2006 and professional and Technical Services until 
early 2008 had created the largest number of jobs. It also indicates that 20% of all construction jobs had 
been lost have been lost since then. We also can observe a decline in manufacturing jobs with a decline 
closer to 12% since 2007. Manufacturing job losses have been occurring throughout the decade of 2000 
and as a consequence it is unlikely that this is where we can expect massive growth recovery. Business 
and professional services which includes legal and accounting services as well as computer and 
technical consulting lost approximately 7% as did all other areas except for leisure and hospitality which 
is down only about 3% from its high.  
 

IV. Calibrating Job Creation from the Construction Stimulus  
 
The high water mark for construction jobs was 7,718K jobs in April of 2006, by July 2009 there were 
only 6,240K jobs in construction indicating a 1,478K decline in jobs since the residential construction 
sector toped. March 2006 similarly was the high water mark with respect to total construction spending. 
In March 2006 total construction spending was $1,227,452K on an annualized basis. By May 2009 total 
Construction was $964,048K a decline of $263,368K. If one takes the high water marks and divides it 
by the number of workers we find that each worker is responsible for $159.2K in construction and as of 
June 2009 the number was essentially the same at 154.5K as seen in Figure I. The pattern is very 
constant over time with a range of $10 to $12K, and small for our purposes here.   
 

Figure III: Construction Employment in Contrast to Total Construction Expenditures 
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Figure III show the tight relationship between construction spending and the number of construction 
workers. Going one step further we can see that for each $150,000 in construction expenditure there is 
one job created and for that one job there is a multiplier of .5 to 1 additional jobs created. Therefore for 
each $150K in construction dollars there will be between 1.5 jobs and 2 jobs created.  The current 
construction stimulus bill has allocated $160B to Construction projects. Let us make an assumption that 
half of that will be spent in the next 12 month. Taking $150,000 and dividing that by 80B gives us 
approximately 533K jobs. Taking the 533K we have slightly more than the  1/3rd of the 1,478K jobs lost. 
With the multiplier we have 800K and 1.1 Million jobs created of the more than 6 million jobs that have 
been lost. Assuming the arithmetic is correct; the new construction would add back approximately one 
third of the construction jobs that had been lost, as long as the pump kept on giving money to 
construction. Once the pump stops those jobs would go away unless the economy was able to create new 
projects.   
 

V. Conclusion 
 
The Construction Stimulus projected expenditures should certainly help going forward. It could account 
for as much as one third of the jobs lost in the construction space. As new home construction begins as 
we have seen with permits and starts being up for the past two months it is likely that we will see some 
job growth in this space. One of the reasons for dragging out the stimulus as the Administration has is 
because as the pump stops so does the job creation that was a consequence of that stimulus. From the 
Depression we learned that when the projects stopped the economy stalled again until the war brought 
back jobs. It is intelligent to drag it out, but the purpose of a stimulus is more like a spark to start the fire 
and hope that once it starts it has staying power.  
 
These are the core issues on this stimulus. The position of SISR is that stimulus was essential; it will 
help to create secondary jobs resulting from the employment multiplier effect. However we also come 
down where many of the economists have by arguing that some of the stimulus looks too much like 
budget proposals with pet projects, and the size of the stimulus is too small. But we also believe that it is 
better to be too small than not at all.  
 
Our model portfolio has many of the construction names, and our hope is that the economy begins to 
feed on the stimulus as the way to come out of this recession. Unlike the economic professors we are 
simply trying to help walk though this mine field and we are not looking for the ideal program. Some 
and any help is always a welcome sight. The program will work, it is not perfect, but we should not 
dismiss the opportunity because of the politics of the imperfect stimulus program. Being critical the 
program helps no one, unless one has the influence to have shaped and or reshape the program. As a 
disclosure the Obama people have not called me. There are opportunities here and a look at the SISR 
model portfolio should help one more fully understand our preferences. Today, in a mixed market our 
position in Texas Industries was up 6.09% as an example. The markets believe this program will help.  
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or views expressed in this report. 
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horizon is 12 – 18 months except as specified by the reporting analyst.  
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the sector coverage. Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
4 – Underweight – The stock is expected to under-perform the equal weighted expected total return of 
the sector coverage.  Our investment horizon is 12 -18 months except as specified by the reporting 
analyst. 
5 – Rating Suspended – The rating and target price have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
in an advisory capacity in a merger or strategic transaction involving the company.  
 
Sector Ratings: 
1 - Recommended Sector – The sector has the highest recommendation with continued improving 
valuations and rapid growth. 
2 – Positive – The sector fundamentals and valuations are improving with a positive second derivative. 
3 – Neutral – The sector fundamentals and valuations are flat with the second derivative close to zero or 
with a neutral slope. 
4. Negative – The sector fundamentals and valuations are negative with a negative second derivative.    
5 – Rating Suspended – The rating and sector targets have been suspended temporarily to comply with 
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting 
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Price Chart: 
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securities covered in this report.  
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Inc., however, makes no claim to the accuracy and completeness of this reports, and this report should 
not be relied on as such, or as a statement of factual content.  
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analysts, persons reporting to analysts or members of their households from serving as an officer, 
director, advisory board member or employee of any company in the analyst’s area of coverage.  
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