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About this Report

It is important to remember that the data collection measures included
in this report should be regarded as guidelines rather than as absolute
standards. The information readily available may differ according to
the geographic area in question, and results may vary accordingly.
Local and regional economic performance is a key factor. Further
study and evaluation are recommended before any investment deci-
sions are made.

This project is intended to provide information and insight to industry
practitioners and does not constitute advice or recommendations.
NAIOP disclaims any liability for action taken as a result of this project
and its findings.



Executive Summary

Key Terms

Gross Domestic Product
(GDP) — the value of goods and
services produced within the
economy of the respective geo-
graphic area (nation, state).

Hard Costs — a category of con-
struction costs that reflects the
outlays for the building construc-
tion phase. Cost of labor and
materials are the two primary
categories. Hard costs exclude
soft costs, site development and
tenant improvements.

The value of commercial buildings extends well beyond their initial con-
struction value. In order to establish the full measure of this value, the
pre-construction, construction and post-construction outlays associated
with commercial buildings must be calculated. The direct spending for
construction-related services and materials and the operations of com-
pleted buildings all generate additional jobs and payroll, which in turn
are re-spent within the local and national economies, generating addi-
tional economic benefits. The total economic impact of these initial or
direct construction-related outlays can be calculated by applying
national and state (and local multipliers) that measure their total contri-
bution to the economy (Gross National Product), the new personal
earnings generated and the total jobs supported throughout the econ-
omy (in addition to the direct construction jobs). A complete accounting
of these economic impacts encompasses the full range of pre- and
post-construction activities and their direct and indirect (and induced)
effects on the national economy as the direct construction-related
expenditures are re-spent over and over again within the economy.

Total construction spending in the United States in 2007 totaled $1.16
trillion, accounting directly for approximately 8.5 percent of the nation’s
economy—its Gross Domestic Product (GDP). Non-residential con-
struction outlays accounted for 34.4 percent of all construction spending
increasing its share for a second year since residential building spend-
ing began to decline in 2006. As a result of its increased spending,
non-residential building construction spending has helped to smooth out
the variability in the other categories of construction spending over the
current slowing in the business cycle and should continue to do so until
the residential building sector recovers.

In 2007, non-government office, industrial, warehouse and retail construc-
tion spending totaled $89.2 billion and added 839 million square feet of
building space to the existing inventory of 31.6 billion square feet existing in
2006. The combined direct and indirect impacts of these outlays
added $283.7 billion to the national economy (GDP) in 2007 as the full
impact of the direct construction spending (payroll and purchases)
circulated through the economy. This construction spending sup-
ported 2.5 million jobs (full-time, year-round equivalent) across all
sectors of the economy with personal earnings of $85.5 billion.

Hard costs accounted for 51 percent of the construction budget for the
office, industrial, warehouse and retail building space in 2007, with the
remaining 49 percent including soft costs, site development costs and
outlays for tenant improvements. This construction-related spending
totaled an estimated $85.5 billion and contributed $265 billion to the
nation’s GDP. This direct construction-related spending supported a total
of 2.4 million jobs and generated $84.7 billion in new personal earnings.

Note: This executive summary has been prepared solely to provide a general overview. It should not be relied upon
for any purpose except that for which it was prepared. Please rely on the full report for detailed information about find-
ings, definitions and discussion points.



Executive Summary continued

Economic Benefits of Office, Industrial, Warehouse and
Retail Construction Spending in 2007
($s in billions, jobs in millions)

Sources Direct Total Personal Jobs
Outlays Output Earnings Supported
Construction $174.7 $548.7 $170.2 4.9
Hard Costs 89.2 283.7 85.5 2.5
Other* 85.5 265.0 84.7 2.4

*Other = Soft costs, site improvements, tenant improvements

While the construction impacts of building 851.5 million square feet of

Key Points

* Non-government office,
industrial, warehouse and
retail construction spending
totaled $274.7 billion, adding
839.0 million square feet of
building space to the existing
commercial inventory

Combined direct and indirect
impacts of construction
spending added $548.7 billion
to the national economy in
2007 and supported 2.5 million
full-time, year-round equivalent
jobs with personal earnings of
$85.5 billion

Operating outlays associated
with the office, industrial, ware-
house and retail space built in
2007 alone are estimated to
total $2.4 billion annually

The 839.0 million square feet
of new space built in 2007
provided space to house 2.0
million workers

new building space represents a significant contribution to GDP and job
and income growth nationwide, these new buildings continue to provide
economic benefits to their host economies after their construction is
complete. These economic impacts include outlays required to maintain
and operate these buildings and the value of their productive output.
The operating outlays associated with the office, warehouse and
retail space built in 2007 are estimated to total $2.4 billion annu-
ally. This direct spending of building operations would add $5.1
billion to GDP, support 56,887 new jobs and generate $1.6 billion in
new personal earnings. These operating outlays are annual and
recur yearly over the life span of the building.

Similarly, the potential productive value of these new building spaces
represent a significant annual contribution to the local, state and
national economies. The actual total output value of this new space is
the sum of the value of the work done in these buildings. A partial meas-
ure of this total value is represented by the jobs that could be housed in
this space and the earnings that these jobs may generate. Using stan-
dard jobs-per-square feet estimates, this new space could house 2
million jobs with an annual payroll of $86.2 billion.

The magnitude of economic impacts associated with the building indus-
try has been shown to be a large and a significance source of new jobs
and income. Additionally, this new building space—office, industrial,
warehouse and retail—provides the essential capacity required for the
economy to grow each year. The 839 million square feet of new space
added to the productive capacity of the national economy in 2007 pro-
vided space to house 2 million workers. These jobs, the payroll they
support, the value of the work they perform and the operations of this
building space are essential to the vitality of the national economy.



Figure 1
How Commercial Building Construction Contributes to the U.S. Economy
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Introduction

The value of commercial building construction is much more than the
sum of pre-construction (soft costs) and construction outlays (site devel-
opment, building construction and tenant improvements). Additionally,
commercial buildings generate continuing post-construction value within
the local and national economies as a result of the spending associated
with their operations and the value of output generated by the workers
and businesses they house. The full contribution of office, industrial,
warehouse and retail development (construction and operations) to the
nation’s GDP consists of this annual direct spending and the cumula-
tive economic benefits resulting from the re-spending of these outlays
that supports jobs across all sectors of the economy and generates new
personal earnings to the benefit of the local and national economy.

While the economic contributions accruing from the construction of new
buildings is widely understood and valued, the pre-construction and
post-construction impacts are often overlooked and undervalued. The
job growth and income generated and supported by annual building
operations represent a continuing flow of expenditures into the local
economy that extend over the life of the structures. Additionally, these
new buildings represent an expansion of the productive capacity of their
host economies. The jobs and output associated with the newly built
capacity contribute significant annual benefits to the local and national
economies. As these post-construction benefits are cumulative, their
economic impacts become increasingly significant to the economy’s
growth expanding and extending the initial economic benefits of the
larger up-front construction outlays.

Understanding the range and magnitude of the industry’s contributions to
the local and national economies, and their patterns of performance over
the business cycle, is important for local, state and national government
officials, investors, developers and builders so that they can better man-
age the development process to the benefit of the economy’s
performance. The analyses presented in this report define the economic
impacts of this industry highlighting the economic impacts flowing from
office, industrial, warehouse and retail construction and operations.






Commercial Construction
Counterbalances Residential

As residential building
construction spending
declined, spending for
non-residential building
construction grew.
These offsetting trends
have been reinforced
by gains in non-building
spending.

According to the U.S. Census Bureau, construction spending in the
United States totaled $1.16 trillion in 2007. This construction spending
consisted of residential and non-residential buildings and non-building
construction outlays. These are shown in Table 1, U.S. Total
Construction Spending, 2007.

Residential construction spending declined in 2007 (and in 2006) after
growing in each year since 1995. The contraction of the residential build-
ing sector in 2007 more than offset the increased spending for
commercial and non-building construction resulting in a 2.3 percent decline
in construction spending overall. In contrast to the contraction being expe-
rienced in the residential sector, spending for non-residential buildings
increased 17.2 percent and non-building construction grew by 13 percent.

Non-residential building construction accounted for $400.6 billion or
34.4 percent of all construction spending in 2007. In comparison, in
2005, non-residential spending ($317.2 billion) accounted for 27.7 per-
cent of total construction spending. This substantial shift in construction
spending across major building classes illustrates the cyclical differ-
ences that characterize the different market segments in the
construction industry.

Less significant shifts in construction spending are evident within non-
residential building construction as presented in Table 2. Non-residential
construction includes nine major building types. Among these, office,
manufacturing (industrial), warehouse (flex) and retail accounted for
approximately 47 percent of total new construction spending.

The patterns of total construction spending by major category over the
business cycle reveal important differences. These patterns are shown
in Figure 3 for the 1995-2007 period. The cyclical patterns of construc-
tion spending for residential and non-residential building and
non-building (largely public) construction spending provide a sequence
in which the increases and decreases in one type of construction have
been compensated for by corresponding changes in the other types of
construction spending so that construction outlays continue to underpin
the national economy throughout the business cycle. This pattern is
particularly evident since 2005. As residential building construction
spending declined, spending for non-residential building con-
struction grew. These offsetting trends have been reinforced by
gains in non-building spending. In 2007, the value of these two
growing segments of the construction industry totaled $579.78 bil-
lion, up $45.8 billion or 8.6 percent from their value in 2006, while
the value of residential construction in 2007 was down by $20 bil-
lion or 3.2 percent from 2006.



Commercial Construction Counterbalances Residential continued

Table 1

U.S. Total Construction Spending, 2007
(in billions of 2007 dollars)

Type Value Percent Change*
Residential $360.7 -23.7%
Residential Improvements** 174.3 -0.3%
Nonresidential Building 400.6 17.2%
Nonbuilding*** 229.2 13.0%
Totals 1,164.8 -2.3%

Sources: U.S. Department of Commerce, Census Bureau
*change in value between 2006 and 2007
**includes remodeling, renovation, and replacement work

*kk

infrastructure such as water and sewer, highways, power, transport

Table 2

U.S. Nonresidential Construction Spending, 2007
(in billions of 2007 dollars)

Type Value Percent Change*
Lodging $30.1 66.8%
Office 65.7 20.3%
Commercial (retail) 85.7 13.5%
Health Care 45.2 14.4%
Education 98.5 14.6%
Religious 7.6 -1.2%
Public Safety 10.1 29.6%
Amusement/Recreation 20.6 12.7%
Manufacturing** 37.0 7.4%
Totals*** 400.6 17.2%

Sources: U.S. Department of Commerce, Census Bureau

*change in value between 2006 and 2007

**includes warehouse/flex space

*** totals include some miscellaneous state and local government buildings




The 2000-2007 period illustrates these performance differences
among major building categories. During the recession of 2001 and
continuing into 2002, residential construction slowed and then acceler-
ated in each of the next three years. After peaking in 2005, residential
construction spending declined in 2006 by 1.4 percent and 3.2 percent
in 2007. Non-residential construction outlays remained strong in 2001,
even as the economy slowed, but declined in 2002 and 2003. This lag
in construction outlays permitted the commercial building markets to
equalize (they are demand-driven) during this period. Declining vacancy
rates in 2003 and 2004 supported expanded investment in office, ware-
house, retail and other non-residential building categories and total
outlays increased, growing 5.4 percent in 2004, 5.7 percent in 2005, 10
percent in 2006 and 9 percent in 2007.

Figure 3

Construction Spending in the United States, 1995-2007
(in billions of 2007 dollars)
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Commercial Construction Counterbalances Residential continued

While GDP growth
slowed in 2006, and
continues to be con-
strained in response to
declining residential
construction outlays,
compensating
increases in outlays
for non-residential and
non-building structures
cushioned the impacts
of this slowdown in
2007 and will likely help
stabilize the economy’s
performance in 2008.

Within the non-residential construction category, office construction was
the most volatile, declining in 2001, 2002 and 2003 before increasing in
2004, while commercial (retail) declined only slightly in 2002 and 2003
before resuming its upward trend in 2004 and continuing on through
2007. Construction spending for transportation (warehousing) declined
only in 2003, while outlays for manufacturing (industrial) construction fell
sharply in 1999 (-19%) and declined for five consecutive years losing a
total of 47 percent. In 2004, construction spending for manufacturing
facilities was up 10.2 percent, and in 2005 construction spending grew
a strong 21.5 percent. This upward trend continued in 2006 and 2007,
with gains of 16 percent and 14 percent respectively.

This pattern of offsetting construction outlays with growth in non-resi-
dential construction spending compensating for declining residential
construction spending has become most evident since 2005. While GDP
growth slowed in 2006, and continues to be constrained in
response to declining residential construction outlays, compen-
sating increases in outlays for non-residential and non-building
structures cushioned the impacts of this slowdown in 2007 and will
likely help stabilize the economy’s performance in 2008.



...the total impact of
construction spending
— direct, indirect and
induced — on the U.S.
economy in 2007
accounted for 28.8
percent of all economic
activity that year.

Economic Impacts of Construction Spending

Total direct construction spending in the United States in 2007 was
$1.16 trillion and accounted directly for 8.4 percent of the nation’s GDP
of $13.8 trillion. The direct construction spending also generates new
personal earnings and supports jobs across all sectors of the economy.

In 2007, the $1.16 trillion in direct construction spending:
» supported 33.2 million jobs throughout the U.S. economy; and
 generated personal earnings totaling $1.225 trillion.

With an output multiplier of 3.423, each dollar of this construction spending
generated an additional $2.42 of value to the economy reflecting the cumu-
lative effects of the initial construction outlay as it was re-spent throughout
the economy. Applying this multiplier to the total value of direct construction
spending in 2007 increases the value of its overall contribution to GDP to
$3.97 trillion or 28.8 percent; that is, the total impact of construction
spending—direct, indirect and induced—on the U.S. economy in 2007
accounted for 28.8 percent of all economic activity that year.

In 2007, non-government office, industrial, warehouse and retail building
construction totaled 839 million gross square feet of new building space
and accounted for outlays totaling $89.2 billion (see Table 3). The eco-
nomic impact of this construction activity can be calculated by applying
the national construction multipliers for its contribution to GDP (3.423),
personal earnings (1.0521) and employment (28.5). State multipliers for
the construction industry are included in Appendix H. /t should be noted
that individual state construction multipliers are smaller than the U.S.
multipliers as they reflect a smaller portion of construction outlays that
are retained within the respective state economy and exclude the con-
struction-related spending flows that leak out of the state economy to
other states. The smaller states and state economies that are less well
developed tend to retain smaller portions of the benefits from construc-
tion spending as these circulate through the national economy.

Table 3

Office and Industrial Construction in the United States, 2007

(square feel in millions, values in billions of 2007 dollars)

Building Type Square Feet Construction Value
Office 212.4 $31.2
Industrial 78.6 16.5
Warehouse and

Transportation 239.4 12.6
Retail and Entertainment 308.4 28.9
Totals 839.0 89.2

Sources: McGraw-Hill Construction Analytics; GMU Center for Regional Analysis

See Appendix D.



Commercial Construction Counterbalances Residential continued

The $89.2 billion in construction spending (hard costs) for office,
industrial, warehouse and retail buildings in 2007 added $194.5 bil-
lion in indirect (and induced) benefits to the national economy for
a total contribution of $283.7 billion to GDP (see Table 4). The com-
plementary pre-construction and non-building construction outlays that
are linked to these hard costs (soft costs, site development and tenant
improvements) totaled $85.5 billion or 48.9 percent of total building
costs. Adding these direct outlays and their indirect and induced bene-
fits to those generated by the outlays for hard costs increases their total
contribution to the nation’s GDP to $548.7 billion in 2007.

The total direct spending of $174.7 billion that underlies this contribution

to total output also:

+ supported 24.9 million jobs (full-time equivalent, year-round) during
2007;

« generated new personal earnings totaling $170.2 billion

Table 4

Summary of Office, Industrial, Warehouse and Retail Construction
and Annual Operations Impacts on the U.S. Economy, 2007
(in billions of 2007 dollars)

Sources Direct Total Personal Jobs
Outlays Output (1) Earnings (2) Supported (3)

Construction $174.73 $548.74 $170.17 $4,898,946
Soft Costs 27.91 81.77 29.45 773,234
Site Dev.* 30.03 95.52 28.79 843,961
Hard Costs 89.20 283.71 85.50 2,506,627
Tenant Imp.**  27.58 87.73 26.44 775,124

Operations 243 5.06 1.59 56,887

Sources: McGraw-Hill Construction Analytics; GMU Center for Regional Analysis

Notes: (1) the total value of goods and services generated directly and indirectly as a
result of the initial construction outlays within the United States; (2) the addi-
tional earnings generated within the United States from direct outlays during
the construction phase; (3) the additional new jobs supported nationwide by
the spending and re-spending of direct outlays associated with the outlays for
new construction.

*Site development includes grading, infrastructure, parking and landscaping.

**Tenant improvements exclude furniture and equipment.

See Appendices F and G.



Calculating Economic Impact

Existing National
Inventory of Space
(in billions of square feet)

Office 7.89
Industrial 16.47
Retail 8.03
Total 32.39

The full measure of the economic impact of office, industrial, warehouse
and retail construction must include all the outlays associated with the
development process—soft costs, site development costs, hard costs
and costs associated with tenant improvements. In addition to the wide
range of onsite construction services, these outlays also support a wide
range of professional and business services, including:

» Architecture and engineering services;

* Legal services;

* Marketing and management services;

+ Grading, paving and landscaping services;
 Site engineering services;

* Interior design and construction services.

This combination of outlays for pre-construction, construction and post-
construction activities required to deliver buildings ready for occupancy
represent this industry’s total direct contribution to the national and local
economies. It provides the appropriate basis for calculating the eco-
nomic impacts of this spending as represented by its contribution to
Gross Domestic Product (GDP), personal earnings and employment.



Calculating Economic Impact continued

Calculating the Economic Impact of
Soft Costs, Site Development Costs and
Outlays for Tenant Improvements

To estimate these non-hard cost expenditures, NAIOP surveyed office,
industrial warehouse and retail developers in April 2007. This survey
duplicated a similar survey conducted in November 2006. The survey
methodology and results are reported in Appendix |. The findings from
these two surveys were combined for use in calculating the distribution
of these complementary costs by building type relative to their respec-
tive outlays for hard costs. In total, the soft costs, site development
costs and outlays for tenant improvements in 2007 totaled an estimated
$85.5 billion and accounted for 48.9 percent of the $174.7 billion in total
construction spending inclusive of hard costs.

This additional spending that is linked directly to the hard cost outlays is
presented in Table 5. The variations in the distribution of these costs by
building type reflect differences in building design and function.

Table 5

Estimated Outlays by Building Category:
Soft Costs. Site Development and Tenant Improvements, 2007
(in billions of 2007 dollars)

Sources Soft Site Tenant

Costs Development  Improvements Totals
Office $10.88 $9.44 $11.39 $31.72
Industrial 4.02 5.78 418 13.98
Warehouse 3.29 4.1 3.23 10.63
Retail 9.72 10.71 8.78 29.21
Total 27.91 30.03 27.58 85.53

Sources: NAIOP; GMU Center for Regional Analysis

See Appendices B, C, and E.



The direct spending associated with soft costs (financing fees, insurance
and taxes are not included as these have little immediate economic
impact), site development costs and outlays for tenant improvements
generate economic impacts beyond the initial value of these outlays.
These economic impacts are calculated by applying national multipliers
to determine their contributions to GDP, personal earnings and employ-
ment. Composite multipliers were developed to reflect the mix of
services and activities associated with each category of outlay:

Soft Costs:

« For each $1 of soft cost expenditure, a total contribution to GDP of
$2.93 is generated;

 For each $1 million of soft cost outlays personal earnings increase by
$1,055,000 and 27.7 jobs are supported.

Site Development:

« For each $1 of site development and tenant improvement spending,
a total contribution to GDP of $3.18 is generated.

« For each $1 million of site development and tenant improvement out-
lays, personal earnings increase by $958,514 and 28.1 jobs are
supported.

Nationwide, the $27.9 billion in direct soft cost outlays in 2007

 added $81.8 billion to the nation’s economy (GDP);

 generated $29.4 billion in new personal earnings for U.S. residents;
and

» supported 773,233 jobs.

Site development outlays of $30 billion in 2007

+ added $95.5 billion to the U.S. economy (GDP);

« generated $28.8 billion in new personal earnings for U.S. residents;
and,

» supported 843,961 jobs.

Tenant improvement outlays of $27.6 billion in 2007

+ Added $87.7 billion to the U. S. economy (GDP);

 Generated $26.4 billion in new personal earnings for U.S. residents;
and

» Supported 775,124 jobs.




Calculating Economic Impact continued

These economic impacts for office, industrial, warehouse and retail con-
struction in 2007 are shown in Table 6.

Table 6

The Impacts of Construction Outlays for Soft Costs, Site Development
And Tenant Improvements on the U.S. Economy, 2007
(in billions of 2007 dollars)

Sources Direct Total Personal Jobs
Outlays Output (1) Earnings (2) Supported (3)

Office
Soft Costs 10.88 31.87 11.48 301,365
Site Dev.* 9.44 30.03 9.05 265,356
Tenant Imp.**  11.39 36.24 10.92 320,175
Totals 31.72 98.14 31.45 886,896
Industrial
Soft Costs 4.02 11.78 4.24 111,416
Site Dev. 578 18.37 5.54 162,295
Tenant Imp. 4.18 13.30 4.01 117,481
Totals 13.98 43.45 13.79 391,192
Warehouse
Soft Costs 3.29 9.64 3.47 91.180
Site Dev. 4.11 13.07 3.94 115,461
Tenant Imp. 3.23 10.27 3.10 90,766
Totals 10.63 32.98 10.51 297,408
Retail
Soft Costs 9.72 28.48 10.25 269,272
Site Dev. 10.71 34.05 10.26 300,849
Tenant Imp. 8.78 27.92 8.42 246,702
Totals 29.21 90.45 28.93 816,823
Totals
Soft Costs 27.91 81.77 29.45 773,234
Site Dev. 30.03 95.52 28.79 843,961
Tenant Imp. 27.58 87.73 26.44 775,124
Totals 85.53 265.03 84.67 2,392,318

Sources: NAIOP; GMU Center for Regional Analysis

Notes: (1) the total value of goods and services generated directly and indirectly as a
result of the initial construction outlays within the United States; (2) the addi-
tional earnings generated within the United States from direct outlays during
the construction phase; (3) the additional new jobs supported nationwide by
the spending and re-spending of direct outlays associated with the outlays for
new construction.

*Site development includes grading, infrastructure, parking and landscaping.

**Tenant improvements exclude furniture and equipment.

See Appendices B, C and E.



Calculating the Economic Impact of Hard Costs

The U.S. Census reported that construction spending in 2007 totaled $1.16
trillion, with non-residential building construction outlays totaling $400.6 bil-
lion. Construction spending (hard costs only) reported by McGraw-Hill
Construction Analytics for office, industrial, warehouse and retail structures
totaled $89.2 billion and represented the addition of 839 million square feet
of new building space in 2007. By applying the national construction muilti-
plier for office, industrial and commercial building construction of 3.1805, the
full economic impact of this spending (contribution to GDP) can be calcu-
lated to have been $283.7 billion (see Table 7). These direct and indirect
and induced benefits supported 2.5 million jobs across all sectors of the
economy and generated $85.5 billion in new personal earnings.

Table 7
The Impacts of Direct Construction Outlays on the U.S. Economy, 2007
(in billions of 2007 dollars)

Sources Direct Total Personal Jobs
Outlays Output (1) Earnings (2) Supported (3)

Office $31.2 $99.3 $29.9 877,693
Industrial 16.5 52.5 15.8 463,729
Warehouse 12.6 40.1 12.1 354,476
Retail 28.9 91.8 27.7 810,729
Totals 89.2 283.7 85.5 2,506,627

Sources: McGraw-Hill Construction Analytics; GMU Center for Regional Analysis

Notes: (1) the total value of goods and services generated directly and indirectly as a
result of the initial construction outlays within the United States; (2) the addi-
tional earnings generated within the United States from direct outlays during
the construction phase; (3) the additional new jobs supported nationwide by
the spending and re-spending of direct outlays associated with the outlays for
new construction.

See Appendix D.

Construction Value by State

The 10 states with the largest construction values accounted for almost
55 percent of the construction outlays in the United States, while the top
20 states accounted for almost 78 percent of these outlays. The most
populous states and those with the largest and fastest growing
economies tend to rank highest by value of construction outlay although
there are variations depending on building type. This is especially the
case with industrial building outlays that was lead by South Carolina
with lowa ranking second—neither were ranked in the top 10 in 2005.



Calculating Economic Impact continued

Still, several of the traditional industrial states continue to rank high for
industrial construction outlays while states that have comparative trans-
port advantages often rank higher for warehouse construction outlays
than their population sizes alone would support. These states are iden-
tified and shown in rank order by value of construction in Table 6 and
Figure 2. The values for all states are shown in Appendix Tables 1-7.

Table 8
Top 10 States by Construction Value, 2007

Ranking  Office Industrial Warehouse Retail
1 Texas South Carolina  Texas Florida
2 California lowa Florida California
3 Florida Indiana California Texas
4 New York Louisiana lllinois New York
5 North Carolina Georgia Georgia lllinois
6 Georgia New York Arizona Georgia
7 lllinois Ohio Pennsylvania Arizona
8 Arizona Utah New Jersey Ohio
9 Washington Texas Indiana Nevada
10 Tennessee Pennsylvania Ohio North Carolina

Sources: McGraw-Hill Construction Analytics; GMU Center for Regional Analysis

All Categories

Texas

Florida
California

New York
South Carolina
Georgia

lllinois

Arizona

North Carolina
Indiana

See Appendices A and D.

Figure 2

Top 10 States by Construction Value in Four Categories, 2007

(hard costs only in billions of 2007 dollars)

$6.1, 6.8% $1.6, 1.8%

$12.3, 13.8%

$49.0, 54.9%
[l states 11-20

[ states 21-30
States 31-40
[l states 41-50

$20.2, 22.7%

[l Top Ten States

Total= $89.2 billion



Calculating the Economic Impact
of Building Operations

The existing stock of built space represents a large and continuing
source of economic activities that support job and income growth across
the full breadth of local and state economies. While the construction out-
lays associated with new building in 2007 represent a significant
contribution to the national economy, once the construction is complete,
these benefits end. However, the outlays that support the new buildings’
operations add on-going annual sources of economic benefits that accu-
mulate over the life span of the buildings. As a result, these costs extend
and magnify the economic benefits that the construction of office, indus-
trial, warehouse and retail buildings has on their host economies.

Building operations includes outlays for regular maintenance and repair,
custodial (cleaning) services, utilities and management. Management
outlays represent a wide range of services including building supervi-
sion, marketing, leasing, security, building engineering services,
finance and accounting. Each of these services has a multiplier effect
on the economy and supports on- and off-site jobs within the local,
regional and national economies and generates additional personal
earnings to the benefit of local residents. These multipliers vary by type
of service and state (see Appendix Tables H-3 to H-7). A sampling of
national multipliers is presented in Table 9.

Table 9

Total Output, Income and Employment Multipliers for
Selected Categories of Buildings Operations

Categories Total Personal Employment
Output (1) Earnings (2) (3)
Building Services 2.96 0.93 37.74
Management 2.97 1.08 29.69
Utilities 2.53 0.65 15.37

Sources: U.S. Department of Commerce, Bureau of Economic Analysis

Notes: (1) the total value of goods and services generated directly and indirectly as a
result of the initial construction outlays within the United States; (2) the addi-
tional earnings generated within the United States from direct outlays during
the construction phase; (3) the additional new jobs supported nationwide by
the spending and re-spending of direct outlays associated with the outlays for
new construction.

See Appendix H.



Calculating Economic Impact continued

The 839 million square of new office, industrial, warehouse and retail
building space built in 2007 will require $2.4 billion in annual operating
outlay to maintain and service.

Each year these new operating outlays will
 contribute $5.1 billion to the national economy (GDP);
* support 56,887 jobs; and

» generate total personal earnings of $1.588 billion.

These economic impacts are presented by building type in Table 10. The
cumulative economic impact of these outlays for building operations is
illustrated by adding these new operating outlays for building added to
the stock in 2007 to the operating outlays associated with the total com-
mercial building stock existing in 2006 (31.6 billion square feet would
generate operating expenditures estimated to total $73.1 billion in 2007).

Table 10
Annual Impacts of Post-Construction Outlays on the U.S. Economy, 2007
(in millions of 2007 dollars)

Sources Direct Total Personal Jobs
Outlays Output (1) Earnings (2) Supported (3)

Office $1,435.1 $2,980.4 $931.7 33,303
Industrial 70.2 143.2 44 .9 1,706
Warehouse 156.9 332.2 103.2 3,722
Retail 7711 1,601.2 507.9 18,156
Totals 2,433.3 5,057.0 1,587.8 56,887

Sources: BOMA; McGraw-Hill Construction Analytics; GMU Center for Regional Analysis

Notes: (1) the total value of goods and services generated directly and indirectly as a
result of building operating outlays within the United States; (2) the additional
earnings generated within the United States from outlays for building operations;
(3) the additional new jobs supported nationwide by the spending and re-spending
of outlays associated with building operations. Operations impacts include
maintenance and repair, cleaning, utilties, roads and grounds, security and
administrative expenses.

See Appendix G.

These new buildings house workers and business activities that are
generated by the expansion of the national economy. While the value of
this added productive capacity depends on the usage of each building,
one measure of the value of this work is the jobs and payroll they sup-
port. Using a standard jobs-per-square-foot estimate for each category
of building, the total number of employees that could be housed within
the buildings built in 2007 can be calculated. The total payroll value of



The total post-con-
struction value of this
new office, industrial,
warehouse and retail
space to local, state
and national economies
includes these buildings
daily operations and
the productive capacity
they add to the existing
building stock.

these new workers also can be calculated by multiplying this employ-
ment estimate by the U.S. average wage earnings per worker
respectively for jobs associated with each category of building.

These calculations are presented in Table 11 and show that the
839,000 square of new office, industrial, warehouse and retail build-
ing space constructed in 2007 will have the capacity to house 2
million new workers with a total estimated payroll of $86.2 billion.

The actual value of this work and its contribution to GDP is a multiple of
payroll as output value, and must generate sufficient income to cover
not only the costs of payroll but also the outlays associated with busi-
ness operations, payments to vendors, profit and taxes. The total
post-construction value of this new office, industrial, warehouse
and retail space to local, state and national economies includes
these buildings’ daily operations and the productive capacity they
add to the existing building stock. These contributions to the
economy include jobs, income and the economic activities sup-
ported by the spending and re-spending of this new income as it
circulates throughout the local and national the economies.

Table 11

Employment and Income Impacts of the Office, Industrial,
Warehouse and Retail Building Space Constructed in 2007
(square feet in millions; jobs in thousands; payroll in billions of dollars)

Building Square Sq. Ft. New Average Total
Category Feet per Job Jobs Earnings Earnings
Office 2124 215 988.09 $40,840 $40.35
Industrial 78.6 900 87.39 74,660 6.52
Warehouse 239.4 900 266.03 70,735 18.82
Retail 308.4 450 685.43 29,890 20.49
Totals 839.0 414 2,026.94 42,520 86.18

Sources: GMU Center for Regional Analysis; NPA Data Services, Inc.








<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.5
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 200
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 200
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [150 150]
  /PageSize [612.000 792.000]
>> setpagedevice


