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Less… For More 
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Bright Spots Remain
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Market Confidence

AEC Sentiment Indices

Architectural Billings Index
(ABI)

48.0
 49.3 prior month

December 2022

Nonresidential Construction Index
(NRCI)

48.0
 46.4 prior quarter

Q2 2023

CIRT Sentiment Index

51.0
 51.4 prior quarter

Q1 2023

Heavy Civil Construction Index
(HCCI)

51.3
 50.8 prior quarter

Q1 2023
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New vs Old Economy
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New Economy Trend Line

Life
Sciences

Pharmaceuticals are more prevalent
• Almost 60% of US adults use prescription drugs on an on-going 

basis
• 110 people per 1,000 take antidepressants in the US
• The number childhood vaccinations has doubled in the past 40 

years

Food
& Beverage
Manufacturing

Americans are consuming more processed foods
• Processed foods represent 70% of the daily caloric intake in the US
• Ultra-processed foods alone account for 67%

Logistics

Distribution is increasingly relied on for consumer purchases
• Ecommerce sales have grown by almost 200% since 2015
• On-line purchases represent 15% of total retail activity
• Digital grocery buyers account for more than half the US population

Distributed
Power

Energy demand is increasing as reliability is decreasing
• Power consumption has increased more than 50% since 

1980
• 70% of the US power grid’s transmission lines and power 

transformers are over 25 years old
• There were more than 180 large sustained outages in 2020 

compared to less than two dozen in 2000

Data
Centers

Data processing and storage has grown exponentially
• The number of connected devices (IoT) has tripled over the past five 

years
• Almost 50% of people work remotely compared to less than 5% pre-

pandemic
• The Federal Reserve is exploring the move to digital currency

Urban
Mass Transit

Most of the US population is urban
• Almost 90% of the US population live in an urban environment
• Transportation averages 15% to 20% of American’s monthly expenses
• Millennials drive almost 10% less than Baby Boomers

Semiconductor
Fabrication

Semiconductors are required to operate most products
• More than 932 billion computer chips were manufactured in 2020
• Computer chips are prevalent in most consumer and industrial 

products
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Future of Design-Build

“Design-build is no longer an alternative 
method. It is a main part of how we deliver our 

program.”

- Owner
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Design-Build Forecast

Owners have traditionally 
employed design-bid-build as 
the project delivery method of 
choice. As owner needs and 
project demands have 
changed, owners have 
increasingly opted to employ 
alternative delivery methods 
based on specific project 
factors. 

Estimated design-build construction spending
Billions of dollars
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Design-Build Forecast

Highway/street, 18%

Manufacturing, 
14%

Educational, 13%

Commercial, 13%

Office, 10%

Transportation, 
9%

Water/
Wastewater, 

7%

Health Care, 6%

Other, 10%

$11 $11$9 $12
$21 $25
$19

$30$27

$40$41

$37
$51

$44
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$55$53

$81

1 2

Distribution of forecast spending by segment
Combined CPiP spending, 2022-2026
Source(s): FMI

Distribution of forecast spending by segment
CPiP spending, 2022, 2026
Source(s): FMI

Educational CAGR: 5.1%

Manufacturing CAGR: 7.1%

Commercial CAGR: -3.5%

Office CAGR: -2.2%

Healthcare CAGR: 4.4%

Lodging CAGR: 3.3%

Communications CAGR: 7.9%

Public Safety & Religious CAGR: 5.2%
2022

$333B
2026

$408B

Transportation CAGR: 10.9%

Amusement & Rec. CAGR: 0.1%

Highway/street CAGR: 11.1%

Water/Wastewater CAGR: 11.9%

*Other includes: Public safety, religious, A&R, and lodging
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Design-Build Forecast

Design-build construction put in place by Census Division 
Source(s): FMI

Billions 
of current dollars 2022e 2026f

CAGR
(22-26)

W
ES

T Mountain $25.7 $31.3 5.0%

Pacific $60.8 $69.4 3.4%

M
ID

W
ES

T East North 
Central $37.9 $43.1 3.2%

West North 
Central $25.5 $30.9 5.2%

N
O

R
TH

EA
S

T New England $12.4 $14.9 4.8%

Middle Atlantic $40.4 $53.2 7.1%

S
O

U
TH

South Atlantic $65.1 $80.4 5.4%

East South 
Central $12.8 $15.4 4.8%

West South 
Central $53.0 $69.6 7.0%

U.S. Total $333.2 $408.2 5.2%
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Design-build and Design-build+ Will Lead

9%

12%

22%

27%

30%

Other (i.e., IPD, EPC,
 Multi-prime, etc.) (Please describe)

Design-build+ (e.g., DBF, DBO, DMB,
 DBOM, DBFOM)

CMCG/CMAR

Design-bid-build

Design-build

Percentage of respondents that indicated use over the next five years
Source(s): FMI Survey

Over 40% of respondents 
indicated a form of design-
build will be utilized over 
the next five years.
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Procurement Approaches

Percentage of respondents that utilize select procurement approaches 
Source(s): FMI Survey

7%

12%

25%

30%

41%

Low Bid
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Progressive
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Qualifications
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Title
Design-Build & Prefabrication
Source(s): FMI Survey

Talent 

Many in today’s construction 
industry have neither managed or led 
through a significant downturn, and 
almost no one has managed during 
an extreme inflationary 
environment. 
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Benefits of Engaged Employees

1. Increased productivity
Individual productivity improves by 15% to 20%

2. Higher quality
Rework can be reduced by up to 25%

3. Fewer safety incidents
Safety incidents may be reduced by roughly 33%

4. Superior customer service
Repeat work can increase more than 50%

5. Lower absenteeism
Poor engagement results in 30%-plus higher absenteeism

6. Reduced turnover
Employee retention improves by almost 40%

7. Greater profitability
Contractors with highly engaged employees experience 20% to 25% greater job profitability
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Turnover Is Expensive…

21%
Estimated Voluntary

Turnover Rate

33%
Cost to Replace (of salary)

30%
Project

Management

50%
Field
Labor

Average Employee Engagement
32 53 $985,987 $608,827 $1,594,814

Above Average Employee Engagement (12.5% estimated voluntary turnover rate)
19 31 $585,430 $356,106 $941,536/ $653,278

$93,370
Project

Management

$34,810
Field
Labor

$
Total Cost/

Savings

Estimated Cost of Employee Turnover for the Average US Contractor
Assumes a 500-person organization
Source(s): FMI
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…But Contractors Aren’t Playing Defense

Which of the following does your organization have formal plans for? 
Source(s): FMI

22%
Employee

Engagement

34%
Defined

Career Advancement

31%
Knowledge

Transfer

31%
Active

Mentoring Program
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Maslow’s Hierarchy of Needs Applied to Employee Engagement

Why do employees leave? 
Source(s): FMI

Self 
Actualization

Importance

Belonging

Security

Survival

Basic Needs

Engagement 
Factors

 Ability to make mortgage / rent
 Food for family
 Maintenance of health

 Job security and savings
 Safe / non-hostile environment
 Honest / ethical leadership

 Sense a team / collaborative environment
 Contributions that benefit the organization
 Feeling of personal / professional development

 Feeling that hard work results in more gain than money
 Going out of way to show family / friends results of work
 Appreciation and recognition from the senior level

 Life’s calling
 Legacy
 Superordinate purpose
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Industry Firms Believe Design-Build Helps Retention

70%

45%

30%

55%

Yes

No

Owners (public and 
private) How does design-build assist in addressing talent retention challenges?

Why do you believe design-build does not assist in addressing talent retention challenges?

All other firms*

Stakeholders pointed to several factors that are believed to limit design-build’s assistance in talent 
retention. Factors such as location and compensation from projects seem to matter more than 
project delivery system to some teams. Additionally, respondents feel that retention is tied to 
culture and leadership of a particular company, not necessarily specific projects. 
“A higher skilled resource required which is limited in supply and subject to recruiting by competition.”
“Staff love design-build but get burnt out due to the demanding schedule. A balance is required.”
“Retaining resources is driven more by the location of projects vs. project delivery methods.”
“Burns out staff before projects are won. Staff prefer steady state design-bid-build design effort.”
“Talent is attracted to a company and not a contract strategy.”

Survey respondents indicated design-build projects led to higher levels of engagement and 
provided advancement opportunities and creative outlets to individuals on the team. Common 
themes included greater responsibilities and a broader perspective of the project, increasing 
satisfaction (and compensation) for individuals on design-build teams.
“Younger generation is interested in this new collaborative approach.”
“Give people more freedom to make decisions and solve problem making them feel more valuable.”
“More collaborative, more fun, more learning.”
“Attracts a different group of next-generation Engineers to the Construction Industry.”
“Better team sport with preferred partners who have a common goal.”

Design-build & Talent Shortages 
Source(s): FMI Survey
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Stakeholder Compensation Adjustments Increased/Additional Benefits 
(e.g., flex/remote work)

Increased 
Corporate/Leadership Focus 

on Culture

Other* (Please 
Describe)

Owners (Public + Private) 27% 30% 15% 29%

General Contractor / Construction 
Manager 39% 16% 26% 19%

Design-Build Firm 38% 13% 9% 25%

Specialty Trade Contractors 35% 0% 23% 22%

Architect / Engineer 29% 23% 9% 23%

Owner’s Advisor (e.g., Owner Rep, 
PM, Owner Agent) 22% 33% 9% 22%

How Firms Are Addressing Retention

Steps organizations have taken to address talent retention challenges 
Source(s): FMI Survey

*67% of those who selected Other wrote in their answer as all three solutions being taken with another 19% responding nothing is being done.



21FMI Consulting  |  Copyright 2023

-2

-1

0

1

2

3

4

5

St
an

da
rd

 D
ev

ia
tio

n

Supply Chain Returning to Normal?

Standard Deviation from the Mean 
Source(s): Global Supply Chain Pressure Index

Tohoku Earthquake and Tsunami
(Japan)

Boxing Day Tsunami
(Southeast Asia)

Covid-19/
China Lockdown

Covid-19 Resurgence

2.5X Difference



22FMI Consulting  |  Copyright 2023

Design-Build Considered a Solution
Supply Chain & Design-Build
Source(s): FMI Survey

4%

13%

40%

30%

13%

Not well at all

Slightly well

Moderately well

Very well

Extremely well Early Procurement 39%
Dynamic Schedule 22%

61% of total responses

Contract Adjustments 14%
Available Substitutes 10%

What methods have you used to address global supply chain issues?

Early Procurement 52%

Dynamic Schedule 16%
Material Substitutes 14%
Reliable Suppliers 11%

How has the design-build delivery method enabled your organization to better address 
global supply chain issues?

41% of total responses

24% of total responses

The majority of respondents indicated design-build can help them with supply chain issues over other delivery methods. When asked why that is, over half responded 
that it allows earlier procurement of goods and services to facilitate long lead times and collaborate with trades and their fabricators. This earlier procurement and a 
dynamic and fluid schedule aligns with overall industry strategies to combat supply chain constraints agnostic of design method.
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Project Characteristics to Expect Moving Forward 
Project Characteristics
Source(s): FMI

Bigger Faster Better
Megaprojects consume an increasing share

of construction spending Project schedules continue to compress When alternative delivery becomes normal 
delivery

• Annual megaproject CPiP is expected to 
increase almost 500% over the next five 
years, growing from slightly more than $50 
billion to just almost $300 billion. Over the 
next decade, annual megaproject 
spending is expected to increase nearly 
600%, reaching just over $350 billion.

• More than $2.5 trillion in megaprojects 
are currently in planning or design 
through 2050

• Accelerated schedule and schedule 
certainty are increasingly influencing 
contractor selections. This is particularly 
true in mission critical and time sensitive 
industries.

• For nonresidential building projects 
valued over $25 million, the average 
schedule has shortened by over a year 
during the past decade.

• Use of prefabrication / offsite 
construction is increasing to address 
these compressed schedules 

• As legislation has enabled greater use of 
alternative methods, and familiarity with 
these methods has grown, these methods 
are anticipated to represent over 80% of 
spending over the forecast period.

• Industry stakeholders consistently 
identify the ability to deliver a project in 
an expedited manner as a main driver of 
alternative delivery method utilization. 
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Prefabrication Favors Design-Build 
Design-Build & Prefabrication
Source(s): FMI Survey

The majority of respondents indicated that design-build can increase prefabrication use in projects. Participants also stated almost half of recreation, manufacturing, 
and commercial projects are utilizing some form of prefabrication construction. Additionally, all segments have at least a third of their projects using off-site 
construction. Approximately a quarter of recreation projects use prefabrication whereas one in five projects in all the segments use off-site construction in some format. 

4%

18%

40%

29%

9%

Not well at all

Slightly well

Moderately well

Very well

Extremely well

How well does design-build facilitate greater 
prefabrication on projects?

41%

42%

45%

46%

46%

Institutional

Infrastructure

Commercial

Manufacturing

Recreation
(Hospitality + A&R)

What percentage of your design-build projects are 
utilizing prefabrication?
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Managing Costs
Cost Certainty in a Volatile Market Environment 
Source(s): FMI Survey

52%

12%
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17%

18%

36%

20%

17%

16%

37%

35%

25%

10%

13%

33%

22%

4%

2%

5%

19%
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Target Price

Guaranteed Maximum Price
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Managing Costs
Cost Certainty in a Volatile Market Environment 
Source(s): FMI Survey

Procurement Approach

68%

9%

14%

9%

3%

17%

34%

23%

21%

14%

8%

42%

31%

36%

31%

4%

13%

23%

28%

37%

3%

2%

9%

6%

15%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Low Bid

Competitive Best Value

Sole Source (or negotiated)

Qualifications-Based-Selection

Progressive Design-Build

Not well at all Slightly well Moderately well Very well Extremely well
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Where Federal Funds Are Allocated
Bipartisan Infrastructure Framework
Source(s): FMI
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Design-Build & Federal Projects
Design-build and Federal Projects
Source(s): FMI Survey

1%

3%

44%

35%

17%

Significant decrease

Slight decrease

No change

Slight increase

Significant increase Quicker Delivery 34%
Additional Funding 20%

54% of total responses

Increased Project Volume 14%
Incentivize Public Projects 13%

Why do you think design-build will increase as a result of the Bipartisan Infrastructure 
Law/IIJA/Inflation Reduction Act?

Types with 1 survey write-ins 

Why do you think design-build will decrease as a result of the Bipartisan Infrastructure 
Law/IIJA/Inflation Reduction Act?

37% of total responses

Over half of those surveyed believe design-build use will increase thanks to new infrastructure legislation. Many cited projects will now have the funding support to 
accelerate a higher volume of projects in owner pipelines. 44% don’t think utilization will change at all and a small percentage of stakeholders anticipate a decline of 
design-build use. The majority of those with negative outlooks believe ministerial red tape from the legislation will impede quicker design-build adoption.

Public Agency Challenges 10%

Delivery Method Red Tape 45%
Owner Project Challenges 18%

63% of total responses

Excludes Private Market 9%
Higher Borrowing Costs 9%
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Conclusion

• The market is continuing to evolve. While there is uncertainty, certain 
segments of construction will continue to grow

• Importance of talent retention cannot be overstated. Design-build 
projects can align with the types of projects that support higher 
retention. 

• Focus on non-traditional and pro-active development of people that 
you currently have. To stay ahead in the market, you have to have 
people ready to deliver. 

• Project demands continue to rise. Owners are requiring quicker 
delivery at compressed costs. Utilization of design-build can assist in 
meeting these challenges 
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Questions

Emily Beardall

Senior Consultant

FMI Corporation

emily.beardall@fmicorp.com

mailto:Paul.Trombitas@fmincorp.com


Denver
44 Cook Street
Suite 900
Denver, Colorado 80206
303.377.4740

Houston
1301 McKinney Street
Suite 2000
Houston, TX 77010
713.936.5400

Raleigh
223 S. West Street
Suite 1200
Raleigh, NC 27603
919.787.8400

Tampa
4300 W. Cypress Street
Suite 950
Tampa, FL 33607
813.636.1364

FMI is a leading consulting and investment banking firm dedicated exclusively to the built environment. We serve 
as the industry’s trusted advisor, providing current market insights, deep industry research and key relationships 
that deliver tangible results for our clients.
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