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Economist: Construction industry
resilient despite high prices, pandemic
Published July 19, 2021 - Matthew Thibault Associate Editor
Despite the COVID-19 pandemic, high materials prices and a skilled labor
shortage, the construction industry is coming back with a vengeance,
according to a noted construction economist.
"I find it remarkable that so much normalcy has returned to the
construction industry," said Anirban Basu, chief economist for Associated
Builders and Contractors.
Basu's remarks came during the ABC's Q2 Construction Economic
Update and Forecast webinar last week, where he delved into factors
surrounding the money flowing in and out of the construction industry,
along with the broader economy as a whole. While the pandemic still
rages globally, and cases surge in unvaccinated areas of the United States,
the broader construction industry is on the path to normalcy, according
to Basu.
Basu told attendees that although he expects high raw material prices to
last for a bit longer, prices would eventually come down. Overall, Basu
had a sunny outlook for the construction industry. He predicted that the
second half of 2021 would be "spectacular" for economic growth in the
country and that demand for construction would get a boost from
stimulus spending by the federal government.
"The economy is set to bounce back handsomely," Basu said.
Not enough workers

Skilled labor shortages and supply chain issues are the two biggest issues
plaguing construction businesses. When attendees of the webinar were
polled, 52% said that skills and worker shortages were the leading
challenges for their companies at present, followed by another 37% who
said that supply chain delays were their biggest issue.
Skilled labor shortages aren't new in construction, but Basu said that the
demand for labor will only increase as time goes on. Construction
companies will soon be busier than ever as evidenced by the Architecture
Billings Index, which tracks how busy architecture firms are. The
majority of attendees, when asked about their backlog, said that it has
risen within the past three months, and when asked about their
projections for their next year's profits, the majority said they expected it
to rise slightly higher or remain about the same.
Basu said that with older members of the workforce retiring, roles
formerly filled by those with decades of experience will become vacant,
further shrinking the number of employed workers.
However, there are some signs of life in pockets around the United
States. The top four geographic areas of employment growth from
February 2020 are centered in the Midwest, in metropolitan areas such
as Minneapolis, Detroit, St. Louis and Chicago, according to the U.S.
Bureau of Labor Statistics Current Employment Statistics survey for May
2021. Basu said that it was "very surprising" that the markets were in the
Midwest, and not elsewhere like the South or the West.
Overall, from February 2020 to April 2021, there has been a 2.9% decline
in construction employment, but Basu said it is rebounding quickly.
High prices sticking around
As the construction industry rebounds, the prices of many building
materials are reaching historically high levels.
In June, softwood lumber increased 125% year over year, according to the
BLS, while overall price peaked in early May at more than $1,700 per
thousand board feet. However, the price has dropped considerably in the
past two months.
Basu predicted that much of the inflation that raised these prices isn't
permanent, but he also said that he didn't expect the prices to come down
anytime soon. Nevertheless, Basu concluded that the price was trending
downward.
Basu said that eventually the market would even out, and with the high
demand and prices for these materials, suppliers would up their
productivity and capacity, which would in turn create more materials,
driving down the cost.
"The cure for high prices is high prices," Basu said.
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