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Summary 
 

 Despite predictions of slight growth in demand for several key construction sectors and an 

improving construction employment picture, construction firms are bracing for at least one more 

difficult year as the benefits of the stimulus begin to fade and overall demand for construction 

remains weak.  Indeed, according to an analysis of survey responses from nearly 1,300 construction 

firms conducted by the Associated General Contractors of America and Navigant, the industry is not 

likely to experience a strong recovery until at least 2012.   

 

  

Market Outlook is Difficult, But Improving 

 
With the Power and Health Care/Higher Education sectors leading the way, construction 

demand should begin to stabilize in 2011.  A clear majority of firms expect the dollar volume of 

projects they compete for to either grow or remain stable in the Highway, Other Transportation, 

Water/Sewer, Power, Manufacturing, Hospital/Higher Education, Public Building and K-12 

construction markets.  The only two market areas where a majority of contractors expect declines 

are Retail/Warehouse/Lodging and Private Office construction.   

 

Stability does not mean growth, however.  Even in the category where contractors are most 

optimistic, Hospital/Higher education, only one in three contractors predicts an increase in 

demand.  In most of the other categories, the number of contractors predicting declines in demand 

outweighs the number of contractors predicting growth by at least two to one.  Instead, a good 

number of contractors expect markets levels to remain at the same level as in 2010.  With 

construction spending down 20 percent in 2010 from just two years earlier, most contractors 

expect their markets to remain weak, instead of getting even weaker.   

 

It is important to note that the outlook for the Manufacturing and the 

Retail/Warehouse/Lodging sectors is significantly more positive for 2011 than it was last year.  

Sixty-four percent of contractors expected Manufacturing construction to decline and 71 percent of 

contractors expected the Retail/Warehouse/Lodging sector to decline in 2010.  Yet now 58 percent 

of contractors expect the Manufacturing sector to either grow or remain stable while 48 percent of 

contractors expect Retail/Warehouse/Lodging construction to either grow or remain stable.   

 

By contrast, only 38 percent of contractors expected Highway funding to decline in 2010, 

while 49 percent expect it to decline in 2011, reflecting growing fears about the end of the stimulus, 

a projected 10 percent decline in state transportation budgets and diminished Congressional 

willingness to fund new federal infrastructure investments.  

 

 

 

�
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The Stimulus is Fading, But Helped Many Firms 
�

 Nearly half (45%) of respondents’ firms were awarded at least one stimulus-funded 

contract to date.  That’s a surprisingly high fraction, given that the stimulus accounted for less than 

one-tenth of nonresidential construction spending in 2009 and 2010.  Stimulus-funded work 

amounted to an average of $13.6 million in revenue per each firm doing the work. 

 

 Within firms performing stimulus work, an average of one out of every five employees was 

engaged in stimulus-funded activities.  If not for the stimulus, it is hard to believe firms would have 

had enough work to keep many of those employees on the payroll.  But even as the stimulus helped 

many firms and many construction workers, it didn’t lead to significant increase in new 

construction equipment purchases, as only five percent of firms reported adding new equipment 

because of the stimulus.  Given the overall decline in construction activity, it is likely firms were 

able to use existing and otherwise idle equipment on their stimulus projects. 

 

 More troubling is the fact that only 30 percent of respondents expect to perform stimulus 

funded work in 2011.   Indeed, majorities of contractors expect declines in stimulus-funded activity 

in Highway, Building, Utility, Private Construction, Water Resources and Other Public Works 
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Bid Levels are Stabilizing, But Recovery Isn’t Here Yet  
�
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The Number of LEED Registered Projects Will Grow  
�

 Despite the overall weak demand for construction, contractors expect the number of green 

projects will increase in 2011.  Already, respondents reported that an average of 15 percent of 

projects they completed were Leadership in Energy and Environmental Design (LEED) registered.  

Meanwhile, 53 percent of firms expect demand for LEED registered projects to increase in 2011 and 

only 20 percent expect demand to drop.  This growing trend represents a significant opportunity, 

especially for building contractors, to tap into the growing appetite for green projects to help them 

weather what is likely to be another difficult year for construction.   

 

 Firms involved in the Hospital/Higher Education market report working on the highest 

number of LEED registered projects (18 percent), followed by firms working in the Public Buildings 

market (18 percent) and K-12 market.  This is a pretty clear indication that public and institutional 

owners are increasingly demanding green construction projects.  If these trends continue, it is 

difficult to see how the rest of the market won’t follow.  Perhaps reflecting the different nature of 

horizontal construction, where there are few structures to register as “green,” firms working in the 

Water/Sewer (12 percent), Other Transportation (10 percent) and Highway (9 percent) markets 

report the least amount of involvement with LEED registered projects. 

�

Slow Growth for Integrated Project Delivery  
�

 In contrast to the growing use of BIM and expanding demand for green construction, 

contractors appear hesitant to embrace Integrated Project Delivery (IPD).  Using IPD, project 

delivery becomes a collaborative process among a team of participants all focused on a common 

goal who share equally in project profits and losses.  This is contrasted with the usual design-bid-

build process where each participant focuses exclusively on their part of the project without 

considering the impacts on their work on the project as a whole.  IPD projects often utilize lean 

construction principles and BIM technology.   

 

 In 2010, contractors reported they performed an average of 0.26 IPD projects.   Despite 

significant room for growth in the use of IPD, it appears few contractors expect to work on those 

kinds of projects in 2011.  Only 29 percent of contractors expect to work on an increased number of 

IPD projects, while an overwhelming majority of contractors actually expect to work on fewer IPD 

projects in 2011. 

 

 Given that IPDs are most often associated with complex construction projects, it makes 

sense that firms working in the Manufacturing (0.41 projects), Hospital/Higher Education (0.38 

projects) and Power (0.35) markets report working on the highest average number of IPD projects.  

Meanwhile firms working in the horizontal markets – Water/Sewer (0.28 projects), Other 

Transportation (0.23 projects), and Highway markets (0.21 projects) – report being involved in the 

least amount of IPD projects.    
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Regional Market Trends 

 
 Regional market trends vary widely among the 26 states with a large enough sample size to 

merit individual outlooks for this year.  No single region had a monopoly on positive expectations, 

while gloomy predictions could also be found from coast to coast.    Despite this variety, it appears 

pretty clear that contractors in Idaho, Nevada and South Carolina are not overly optimistic (except 

for contractors in South Carolina’s Manufacturing segment), while the overall outlook looks 

relatively positive in Iowa and Massachusetts for many market segments. 

 

The employment picture reflects the varied outlook, with 45 percent of firms in Iowa 

planning to hire, more than in any other state.  Those firms plan to hire an average of 5 employees 

each, 21 percent of their workforce.  Only 5 percent of Iowa contractors plan layoffs.  Meanwhile, 48 

percent of firms in Idaho plan layoffs for this year, the highest percentage from any state.  Those 

firms plan to lay off an average of 12 employees each, 11 percent of their workforce.  Only 14 

percent of Idaho firms say they expect to hire in 2011. 

 

 Contractors in Kansas are the most optimistic about growth for the Highway market, with 

43 percent of firms saying they expect an increase in highway funding for 2011.  This no doubt 

reflects the impact of a statewide initiative enacted in 2010 to increase highway and transportation 

funding.  In contrast, 89 percent of contractors in South Carolina expect there to be less highway 

funding in 2011 than there was in 2010, the most pessimistic result for any state. 

�

� Firms that work in the Other Transportation category, which includes transit and airport 

construction, are most optimistic about 2011 in Colorado, where 36 percent expect the market to 

grow, perhaps because of work planned by Denver’s Regional Transportation District.  Once again, 

more contractors in South Carolina (80%) expect this market segment to shrink this year than in 

any other state. 

 

 Contractors who report working in the Water/Sewer market are the most optimistic about 

this year in Iowa, where 43 percent expect the market to expand.  However, 80 percent of 

contractors in Idaho, more than from any other state, report they expect the market segment to 

contract in 2011. 

 

 Regional expectations for the Power market vary greatly, with more contractors in 

California (51%) expecting the market to expand this year than in any other state.  Meanwhile, 88 

percent of contractors from Idaho expect this market to contract in 2011, more than in any other 

state. 

 

 South Carolina contractors are the most optimistic about the Manufacturing segment, with 

50 percent saying they expect it to expand this year, and none predicting that market will shrink.  

Meanwhile, 75 percent of contractors working in the Manufacturing sector in Nevada expect that 

market to shrink in 2011, more than in any other state with a large enough sample size. 
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 Public officials and policy makers can encourage a construction turn-around by enacting 

measures designed to stimulate new private sector demand while maintaining public 

infrastructure.  Acting on long-delayed infrastructure bills to address water, highway, transit and 

airport infrastructure will certainly help address concerns on certain construction market 

segments.  These investments will also help the broader construction community by stimulating 

broader private sector activity. 

 

 Washington and state officials should also look at current regulatory and tax policies with 

an eye towards eliminating measures that needlessly restrain construction demand.  

Environmental permitting for many types of construction projects is often measured in terms of




