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The employment report released by the
U.S. Bureau of Labor Statistics (BLS) is
arguably the most closely watched
monthly data release in America.  That
report supplies detail regarding both
job creation and unemployment.  The
nation’s unemployment rate may be
the single most quoted statistic
characterizing economic performance
at any given moment.

During the most recent month for
which these data are available, labor
market conditions remained upbeat.
The nation added 225,000 net new
jobs in January 2020, blowing through
analyst expectations, after adding
approximately 2.1 million jobs in 2019.
The nation added 1.4 percent to its job
totals in 2019 after adding 1.6 percent
to employment totals the prior year.
The nation’s unemployment rate
stands at 3.6 percent, still near a 50-
year low.

For its part, the nation’s construction
industry added 148,000 net new jobs
last year, an increase of 2.0 percent.
The industry’s January 2020
unemployment rate was 5.4 percent,
low by historic standards.  In January
2019, the industry’s unemployment
rate was 6.4 percent, and one year
prior to that it stood at 7.3 percent.

Alas, though these data are important
and closely monitored, they don’t tell
the whole story.  While these data
characterize a tight labor market, they
don’t necessarily supply forward-
looking information regarding
employment prospects.  That’s where
the BLS’ JOLT survey comes in.  The
survey supplies information regarding
available job openings, the propensity
of workers to quit their current jobs,
and the pace of hiring.

According to these data, the labor
market, while still strong, has been
losing a bit of its edge.  At 2019’s

onset, there were 7.6 million available,
unfilled jobs in America.  By the end of
last year, that tally had declined to a
still impressive 6.4 million.  That
compares favorably with the fact that
the most recent data indicate that
there are only 5.9 million unemployed
people in America, which means that
there are 1.09 job openings for each
unemployed person.  Prior to January
2018, there had never been a time
when the number of measured
available job openings exceeded the
number of unemployed persons.

Still, the demand for human capital
appears to be fading just a bit.  There
may be many explanations, including
rising wages (including minimum
wages), that are inducing employers to
post fewer job openings.  Last year
represented the first instance since
2009 that the number of available job
openings slipped from the previous
year.  That year was associated with the
latter stages of the Great Recession.
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Construction Job Openings Down
This pattern is also apparent in construction.  The number of
available job openings in construction fell from 299,000 at 2019’s
onset to 239,000 by the end of the year.  That is remarkable given
the fact that homebuilder confidence recently rose to a 20-year
high, with single-family building permits surging to close out last
year.  It would appear that much of the decline in demand for
workers is attributable to nonresidential construction segments,
including segments like lodging and office construction that have
exhibited weaker spending growth of late.

While the number of job openings declined in other private
industries as well, construction was one of only four segments
(out of 11) sustaining a decline exceeding 20 percent in the
number of job openings.  In other words, the number of job
openings is falling faster in construction than in the broader
economy despite plentiful backlog and a significant amount of
spending on public works.

Labor Force Participation Rate
Rises
But this cannot simply be accepted as bad news.  It is conceivable
that the number of job openings in construction and in other
industries has declined because employers are having more luck
filling available openings.  The nation’s labor force participation
rate recently bounced up to 63.4 percent, with many people who
had previously indicated that they were not looking for work
entering the labor market. 

The last time the labor force participation rate was this high was
during the summer of 2013.  One might suggest that the lack of
growth in labor force participation over the past roughly seven
years is unimpressive, but in fact it is quite impressive.  Many Baby
Boomers have headed into retirement, with the oldest of this
generation now firmly in their 70s.  Despite that, labor force
participation has not declined over the past several years.

All of this indicates that there has been more slack in the labor
market than unemployment rates have reflected, as young
workers as well as previously discouraged workers enter the
workforce and replace Baby Boomers heading off into retirement.
This explanation is also consistent with the observation that the
number of job openings per unemployed worker has declined
from a peak approaching 1.3 to the current reading closer to 1.1.

Exhibit 1 tracks the unemployment rates for the nation (blue line)
as well as for the construction sector (orange line).  Because the
data for construction unemployment are not seasonally adjusted,
a 12-month moving average (gray line) is useful in smoothing out
seasonal fluctuations.  Not only has construction unemployment
trended lower over time, but the difference between the industry-
specific unemployment and overall unemployment is approaching
record lows, evidence that labor markets for both construction
and the nation as a whole are tight, making it difficult to find
qualified workers.
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EXHIBIT 1

Source: Bureau of
Labor Statistics 
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Discouraged Employers?
While it is possible to be fully encouraged by the data, there is a
less encouraging possibility.  It may be that the number of job
openings has slipped because employers, who report growing
difficulty finding qualified workers, have given up looking.
Typically, economists speak of discouraged workers – people who
say that they’d like to be employed, but who have given up looking.
With the current expansion setting records for durability and
unemployment at roughly a 50-year low, it is also possible that
employers are discouraged, including in construction.

As indicated by Exhibit 2, when unemployment dips below its
natural rate (a theoretical concept), recessions tend to follow soon
thereafter.  Perhaps that’s true, but the fact of the matter is that
there is still a lot of demand for human capital, so a recession is
unlikely in the near-term.  Job growth should remain in place in
the short-term, helping to fuel America’s consumer-led economic
expansion.
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EXHIBIT 2

Sources: FRED; 
Congressional Budget
Office, U.S. Bureau of
Labor Statistics
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Be a part of the 2020 Marcum National
Construction Survey. For every survey

completed, Marcum will donate $1 to the
construction trades' training and job

readiness programs.

All participants will receive the complete
survey results and a detailed analysis of
what they reveal about the current state
of the construction industry, including

predictions for 2021.

2020 Marcum National 
Construction Survey

Take the Survey
https://www.surveymonkey.com/r/2020ConstructionSurvey

Providence, RI
August 25, 2020 

Cleveland, OH
September 3, 2020 

New Haven, CT
September 29, 2020 

Costa Mesa, CA
October 20, 2020  

Nashville, TN
October 28, 2020  

Rosemont, IL
November 17, 2020 

www.marcumevents.com

SAVE THE DATE

https://www.surveymonkey.com/r/2020ConstructionSurvey


Exhibit 3 supplies 12-month moving averages for monthly
changes in the number of job openings (orange line) and net hires
(blue line).  Net hires represents the difference between the
number of hires and the number of layoffs by construction firms.
As indicated, despite the recent decline in job openings, the

absolute number remains elevated by historic standards.  The lack
of growth in net hires is symptomatic of a tight labor market in
which construction firms are competing against one another as
well as with employers from other industries for scarce talent.

Exhibit 4 presents 12-month moving averages for the hiring rate
(orange line) and the layoff rate (grey line).  The recent uptick in
layoffs is especially interesting, and may indicate that employers
are beginning to let go of workers who were hired during a busy

period for the industry, but who have proven themselves
unreliable.  Despite that, the hiring rate remains meaningfully
above the layoff rate (5.6 vs. 2.8), which means that contractors
are still adding incrementally to staffing levels.

EXHIBIT 3

Source: U.S. Bureau of
Labor Statistics, Job
Openings and Labor
Turnover Survey; Note:
Net hires is the
difference between
hires and layoffs.
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EXHIBIT 4

Source: U.S. Bureau of
Labor Statistics

Construction
Hiring and Layoff
Rates, 12-Month
Moving Average,
Dec. 2006 — Dec.
2019

www.marcumllp.com/JOLTS 4

Conclusion
A recent Associated Builders and Contractors’ survey indicates that
nonresidential construction firms continue to expect higher sales
and staffing levels over the next six months.  Recent declines in
mortgage rates coupled with ongoing job growth is also increasing 

demand for workers among homebuilders.  For now, the long-
lived story of construction skills shortages remains in place,
though there are indications that the demand for new
construction workers has slipped just a bit over the past year.
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Joseph Natarelli is national leader of Marcum’s
Construction Industry Practice and office managing
partner in New Haven. For more than a decade, he
has served as a technical reviewer for the AICPA’s
Audit Risk Alert for Construction Contractors and the
AICPA Accounting Guide — Construction Contractors.
Joe has also chaired the annual AICPA National
Construction Industry Conference.
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Construction Services

Audits, reviews & compilations
of financial statements of
public & private companies
SSAE 16 audits
Internal audits
Pension & benefit plan review
& audits (ERISA)
Financial forecasts &
projections
Internal controls review 
& design
Due diligence on
acquisitions/divestitures
Custom assurance services
Mergers & acquisitions
Operational auditing
Accounting outsourcing
Monitoring

Tax deferral maximization
through contract element
review
Long-term construction
contracts
Alternative minimum 
tax planning
Look-back planning 
& compliance
Cost allocation
Federal, state & local 
tax planning
Estate & succession planning
IRS examination assistance
Tax preparation for owners 
& businesses
Tax compliance and planning
Planning for long term
contract tax regulations

Surety credit & bank 
financing assistance
Valuation services
Business acquisition 
and sale
Forensic accounting
Fraud investigations
Litigation support/expert
testimony
Claims consulting
Strategic planning & profit
enhancement

Accounting and administration
Opening and maintaining 
bank accounts
Setting up client access 
to accounts
Reviewing proof of claims and
determining correct payments
Looking beyond the 
payment required
Writing and processing checks
with signatures
Identification of fraudulent 
and preferential transfers 
and payments
Returning undistributed funds
Accounting and internal
control assessment
Performing monthly bank
reconciliations
Fraud investigation
Escrow agent
Paying agent

Financial analysis of principal
Claims evaluation/
administration
Indemnity investigations/
sources of recovery

Monitoring project
progress/cost estimates
Litigation support/principal
tax issues

Administration of
trust/escrow accounts
Cash flow analysis
Underwriting support

Anirban Basu is Marcum’s chief construction economist.
He is also a member of the Firm’s National Construction
Practice, as well as chairman & CEO of Sage Policy
Group, Inc., an economic and policy consulting firm 
in Baltimore, Maryland. Anirban leads Marcum’s research
and analysis of the economic health of the commercial
construction industry in America. Additionally, he writes
the quarterly Marcum Commercial Construction Index
and annual Marcum JOLT Survey analysis and is a
keynote presenter at the Firm’s construction industry
summits.
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Marcum LLP is a premier provider of full service accounting, tax and consulting services to the construction industry. Our clients range from small
contractors to billion dollar international construction organizations. Our client base gives us the breadth and depth of construction experience to
effectively and efficiently develop the strategies needed to meet your requirements.
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