




E X E C U T I V E  S U M M A R Y

ÒThe only man I know who behaves sensibly is my tailor; he takes my measurements anew each time he sees me.  
The rest go on with their old measurements and expect me to fit them.ÓÑ George Bernard Shaw

Certainly, the current economic climate is one in which the construction industry must take new measurements if it expects

to quickly recover.  It is often said that the only constant is change. But that does not count talk about change, which is at

least as common and is often meaningless if not misleading. It is time to measure anew.

The FMI/CMAA 11th Annual Owners Surveyhas been conducted in an atmosphere of considerable disagreement over whether

the national economy is recovering and if so, how quickly. A major federal infusion of stimulus funding in 2009Ð2010 was

meant to soften the impact of the recession, as well as accelerate the recovery through investment in infrastructure and other

resources. Fear of a double-dip recession exists while talk of further stimulus spending, specifically for infrastructure, is

inciting optimism.  We can assume the construction economy will recover eventually Ð perhaps this year, perhaps next. But

what then? What fundamental things will have changed in our business that will not Òget back to normal?Ó

Understanding the fundamental change is what the Owners Survey set out to measure. In general, survey questions fell into

these broad areas:

Degreeof staffing change, document quality changes, service quality changes, and other disruptions.

Timing of future rehiring and spending increases.

Perceptions describing how owners have evolved in the last 24 months and what it means for the industry.

Shifts in project delivery system and procurement.

OwnerÕs response to the economic conditions will profoundly affect their ability to plan, design, procure and manage projects

effectively. Based upon the significant staffing reductions reported, owners will increasingly face a choice: Scale back their capital

design and construction activities (at the risk of compromising mission), risk suboptimal outcomes as a result of staff over-

work, or find additional resources outside of their organization.  This last choice offers service providers who have aggressively

positioned themselves, rather than waiting for a call for help, a unique opportunity to fill staff and expertise gaps for owners.

More than 300 owners responded to the survey and provided extensive qualitative comments on the trends and conditions

they perceive in the construction industry. A sampling of these comments illustrates the most widely shared impressions about

the industry as it emerges from recession:

ÒOwner organizations have downsized too much and cannot adequately staff significant project workloads.Ó

ÒThe industry is trying to do more with less.Ó
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HIGHLIGHTS 

Owners have taken drastic steps to reduce staff and expense.
A variety of means were reported including attrition (38 percent), layoffs (32 percent), early retirements (19 percent)
and mandated unpaid time off (11 percent). 

More than 50 percent of owners dramatically cut their head count in the last two years.
Eighteen percent reduced staff by more than 20 percent.

OwnersÕ hiring plans are Òfrozen.Ó
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D I S R U P T I O N  

Readers of this report will recognize that the last two years have been highly disruptive to construction industry participants:

owners, CM firms, contractors and vendors or suppliers of all types. This disruption has many faces, including job loss, importance

of price, importance of scope management, project finance challenges, project delivery system shifts and the like. Relative to job

loss in the U.S., construction industry statistics describing the shedding of 2 million construction jobs are well-known. What

is less well-known is the impact on design and construction departments within large owners in North America and globally.  

Changes in Owner Staffing
The responses to the 11th annual study show that more than 70 percent of owners experienced some level of significant

staffing change in the previous 24 months.  The degree of reduction in some instances is very troubling.  In Exhibit 1, 18 percent

of owners report reducing staff by greater than 20 percent, and an additional 31 percent of owners report staff reductions of

between 1 percent

and 20 percent.

Thirty-eight percent

of owner staff reduc-

tions occur through

attrition, 32 percent

through layoffs, 

19 percent through

early retirement and

11 percent through

mandated unpaid

time off.    

Restrictions in Hiring
The degree of disruption to the construction industry will continue for some time and while there are many owners that would

like to hire, multiple restrictions exist (Exhibit 2): 

30 percent report a hiring freeze.

28 percent of owners report that no funds are available.

9 percent cannot find or are unable to attract what they consider qualified staff. 

5 percent report other restrictions, ranging from pending mergers to government or regulatory mandates preventing hiring. 

4 percent are priced out of the market due to uncompetitive salary and benefit offerings. 
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Typically, job creation is the harbinger of economic
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P H O E N I X  R I S I N G  

The story of the phoenix is one of rebirth. The construction industry, and more importantly, the owners or buyers of construction

services that lead it, are already reporting some promising signs of improvement:

Fifteen percent of owners have increased staff over the previous 24 months by more than 5 percent (Exhibit 1).

Forty-two percent of owners began in 2010 or will start in 2011 to rehire staff lost in the previous 24 months (Exhibit 3 ).

Staff augmentation options abound for the 28 percent of owners who report that they do not ever anticipate rehiring staff

lost in the previous 24 months Ð they are still reporting significant capital spends and will need engineers, managers and

the like to continue effective execution of their work (Exhibit 3).  

Twenty-three percent of respondents report an improvement in design document quality, and 25 percent reported an

improvement in construction drawing quality (Exhibit 4).

Twenty-eight percent report improvement in construction management services, and 44 percent report an improvement in

construction execution (Exhibit 4). 

Sources of Future Staff
Perhaps the best indicators of industry health are willingness, budget and approach to support hiring. Fourteen percent of

owners anticipate challenges in finding new staff, either due to retirements or competition, while 29 percent expect normal

staffing challenges and opportunities (Exhibit 5).  A total of 56 percent anticipate being forced to use an alternative approach

to hiring, including retentions beyond retirement, hiring junior staff, use of part-time staff and hiring from competitors,

designers, CM firms or construction service providers.      

Collaboration and Degree of Integration
FMI and CMAA are true believers that both collaboration and integration yield significant improvements in capital construction

performance. In the 2006 owners study, this performance improvement ranged from 3-6 percent across the management cost

of the total capital spend.
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Management Process of Construction Tactics
Owners describing the management process for design and construction indicated the vast majority (73 percent) are hiring a

firm to provide services and support, while 27 percent report acting as their own construction manager. In 2007 most of the

firms acting as their own construction manager were very large organizations with highly sophisticated internal staff.  Today

the practice is much more widespread and the frequency of owners acting as their own construction manager is up 6 percent

from 2007, likely due to economic conditions.

Additional shifts in management approach

show 18 percent of owners hiring a construction

manager in a CM-at-risk capacity Ð down from

21 percent in 2007.  In FMIÕs opinion, this is

primarily a result of owners using internal staff

in this CM capacity rather than hiring a firm.

The current result is similar to that reported

in 2005.7 Owners use both CM-agency and

program management for 10 percent of their

spending.  Program management use has dou-

bled since 2007 Ð likely due to the economic

climate and staff reductions (Exhibit 11).

Contracting and Pricing Method Tactics
Exhibit 12 details the contracting approaches most frequently implemented by owners. The results demonstrate that the

majority of owner spending is contracted using either a low-bid or select-bid approach.  In 2007 the select-bid approach was

utilized 7 percent more frequently and low-bid was used less frequently by a similar percentage . Economic conditions are a

driver for the increased use in low-

bid in FMIÕs opinion. Negotiated

techniques (28 percent) have not

changed since 2007.  All owner types

show increased use of low-bid as a

selection method.  

7 Ibid pg. 8.

Managing Process of Construction by SpendingExhibit 11
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A B O U T  F M I

FMI is the largest provider of management consulting, investment banking and research to the

engineering and construction industry. We work in all segments of the industry providing clients

with value-added business solutions, including:

Strategy Development

Market Research and Business Development

Leadership and Talent Development

Project and Process Improvement

Mergers, Acquisitions and Financial Consulting

Founded by Dr. Emol A. Fails in 1953, FMI has professionals in offices across the U.S. FMI delivers

innovative, customized solutions to contractors; construction materials producers; manufacturers

and suppliers of building materials and equipment; owners and developers; engineers and

architects; utilities; and construction industry trade associations. FMI is an advisor you can

count on to build and maintain a successful business, from your leadership to your site managers. 

Denver

210 University Boulevard

Suite 800

Denver, CO 80206

T 303.377.4740

F 303.398.7291

Raleigh—Headquarters

5171 Glenwood Avenue

Suite 200

Raleigh, NC 27612

P.O. Box 31108

Raleigh, NC 27622

T 919.787.8400

F 919.785.9320

Tampa

308 South Boulevard

Tampa, FL 33606

T 813.636.1364

F 813.636.9601

Phoenix

5080 N. 40th Street

Suite 245

Phoenix, AZ 85018

T 602.381.8108

F 602.381.8228 

www.fminet.com


