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Prairie is excited to share the results of our ESOP Construction Industry Survey, 
conducted in December 2020. Prairie works with owners of private construction 
businesses across the country providing advisory services to support their 
growth and ownership transition strategies. In addition, Prairie, a leading 
advisor on employee stock ownership plans (“ESOPs”), works with hundreds 
of businesses to structure, value and sustain their ESOP. Many of our clients in 
the construction industry have decided on an ESOP as part of their ownership 
transition strategy.

Our goal in surveying ESOP-owned construction companies was to gather 
insightful feedback and to gain a better understanding of industry benchmarks, 
trends and other meaningful market factors impacting our clients. 

Respondents to our survey are of varying demographics, including revenue 
size, services provided, end markets served and the maturity of their ESOP. 
Since 2020 was a unique year due to the COVID-19 pandemic, our survey 
incorporated questions aimed at gathering the impact COVID-19 had on 
the industry and our client’s ESOPs. Our report discusses how the industry 
performed in 2020, the influence of the market on ESOPs, some specific effects 
of COVID-19 on our clients and the outlook for 2021. We hope you find this 
report to be insightful. We welcome your feedback and questions. 
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Less than $50 million

$50 - $250 million
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Which end-markets do you serve? Type of Construction Work
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2020 Industry Overview
Like many industries, U.S. construction was impacted by the onset of the 
COVID-19 pandemic in March 2020. For instance, the U.S. Bureau of Labor 
Statistics (“BLS”) reports that, in April 2020, the construction industry lost 
975,000 jobs. In addition, market forecasting firm Dodge Data & Analytics 
(“Dodge Data”) notes that total construction starts declined 25.0% from March 
to April “as…economic recession hit the construction sector.” 

Still, following the initial shock of the pandemic, the industry appeared to 
bounce back. Dodge Data indicates that, in June 2020, total construction 
starts increased 6.0%, marking the second consecutive monthly gain in starts 
following the COVID-19 induced declines of March and April. In addition, 
the U.S. Census Bureau notes that, during the first six months of 2020, U.S. 
construction spending was 5.0% above the same period in 2019.

However, as the year continued, industry results were mixed. According to 
Dodge Data, through November 2020, new construction starts were down 
12.0% from the same period in 2019. Further, the firm forecasts construction 
starts will fall by 14.0% overall in 2020 due to economic fallout from COVID-19. 
Also, Associated Builders and Contractors (“ABC”) reports that its “Construction 
Backlog Indicator” declined to 7.2 months in November 2020, which is 1.7 
months lower than in November 2019. Nonetheless, Dodge Data notes that the 
Dodge Momentum Index jumped 9.2% in December 2020 as compared to the 
prior month. (The Momentum Index is a monthly measure of the initial report for 
nonresidential building projects in planning, which leads construction spending 
by a year.) Meanwhile, the Census Bureau says that, during the first 11 months 
of 2020, overall construction spending amounted to $1,314.1 billion, 4.4% above 
the same period in 2019. Additionally, the BLS reports the construction industry 
added 51,000 jobs in December; as a result, the industry has recovered 79.1% 
of the jobs lost during the earlier stages of the pandemic.

We believe the biggest impact will be in 2021 and 2022. The contracts 
that were in place were not greatly impacted. The completion dates have 
dragged out, but not too bad. It is now the lack of bidding and fewer 
projects being considered that will impact our company the greatest.  
– Chief Executive Officer of a Midwest drywall/painting contractor

Significantly
more

More No change Less Significantly
less

6%

38%

21%

26%

9%

How does your backlog compare to
this same time frame last year?
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2020 Industry Overview

Along these same lines, respondents to our survey reported varied results 
for 2020. For instance, while several respondents experienced business 
disruption early in the year due to COVID-19, others call the impact of the 
pandemic on their business minimal. Based on our review, it appears the 
effect of COVID-19 on a particular construction firm may depend, at least in 
part, on the company’s end markets. The survey results suggest that firms 
providing construction in markets like retail, hospitality, office and higher 
education experienced difficulties in 2020, while those in data centers, 
distribution and warehouses, single-family homes and power faced fewer 
obstacles. 

Further, while ABC says that construction backlogs declined by 1.7 months 
between November 2019 and November 2020, our survey respondents 
note that, in December 2020, backlogs were either unchanged (20.6%) or 
higher to significantly higher (44.1%) versus December 2019. In comparison, 
just 35.3% say their backlog was less or significantly less than in December 
2020. 

In addition, just under 15.0% of our survey respondents report that access 
to capital impacted their projects in 2020, while 85.3% report no issues 
with accessing capital. Similarly, 82.3% report that there has been either 
no change (79.4%) in access to bank financing or that access has become 
somewhat less restricted (2.9%) since COVID-19 began. Meanwhile, 17.6% 
report access to bank financing has become somewhat or significantly more 
restricted since COVID-19.  

With regard to recruiting skilled labor, 50.0% of those surveyed report no 
change in the ability to hire skilled labor since the onset of COVID-19. At the 
same time, 17.6% say that their ability to recruit skilled labor has somewhat or 
significantly improved since the pandemic began, while 29.4% indicate that 
it is somewhat or significantly more difficult to find skilled labor.

One of the more noteworthy challenges faced by our survey respondents 
in 2020 was the supply chain. In total, just over 70.6% of those surveyed 
say the supply chain of materials and equipment was somewhat affected 
by COVID-19, while 8.8% report it was significantly impacted. Only 20.6% of 
respondents report no change in the supply chain during 2020.
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About 68.0% of our survey respondents report that their ESOP has not been 
significantly impacted by COVID-19. Perhaps this is, in part, due to the fact that, while 
state governments throughout the U.S. have required nonessential businesses 
to suspend operations to prevent the spread of COVID-19, most locales consider 
construction an “essential” business – which allowed construction firms to continue 
their operations. Additionally, the vast majority of ESOP company respondents say 
project financing has remained in place, thus allowing projects to continue.

At the same time, an October 2020 study conducted by Rutgers University and 
market research firm SSRS found that workers in all U.S. industries whose companies 
provide an ESOP appear to be faring better during the pandemic than companies 
without them. Some of the study’s key findings show that employee-owned firms:

• Are three to four times more likely to retain staff – ESOPs are 3.63 times more 
likely to retain non-managers and 3.95 times more likely to retain managers. 
Stated differently, employee-owned businesses experienced job loss at a rate of 
less than approximately 25.0% of that of non-employee-owned firms.

• Were significantly less likely to cut employee hours – About 35.5% of majority 
ESOP companies cut hours for one or more employees; in comparison, 62.9% of 
non-ESOP companies cut hours for one or more employees.

• Were less likely to cut employee pay – Just 26.9% of ESOP companies cut pay 
for any employee, compared to more than half (57.3%) of other firms. However, 
when ESOP companies did cut pay, the cuts were significantly deeper than 
at other firms; pay cuts at firms with ESOPs averaged 41.3% versus 28.6% at 
other companies. According to the study, “This is likely due to deeper cuts in 
management salaries at majority ESOP firms.”

• Were more likely to send employees home to work during the pandemic – They 
also did so earlier. In addition, ESOP firms were more likely to provide employees 
with personal protective equipment such as gloves and masks.

While most ESOP companies are weathering the COVID-19 storm, about 24.0% of 
our survey respondents say that COVID-19 has impacted the culture of their ESOP. 
Based on comments made by respondents, this impact largely appears to be caused 
by staff working remotely; some respondents note that remote working has impacted 
the ability of employee-owners to meet in person, and this has impacted the normal 
lines of communication between staff. 

2020 ESOP Impacts
How has your ESOP been impacted by COVID-19?

Cash flow/ liquidity
concerns

Culture Repurchase
obligation

Sustainability Our ESOP has not
been impacted

9%

24%

6%
12%

68%

Very difficult working remotely. 
Easy to do, not easy to manage.  
– Survey respondent

Our impact has been not being able to get together for company 
meetings or holiday party which affects communication with everyone. 
– Chief Financial Officer of a Midwest heavy construction/site developer

ESOP Ownership

Minority

100% Ownership

Majority

72%

22%

6%
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COVID-19 Impacts to the 
Construction Industry
Not only has COVID-19 impacted the performance of the construction industry as a whole, 
but it has also had an impact on how individual construction companies run on a day-to-
day basis. For example, in order to protect workers from infection, construction firms are 
providing personal protective equipment, asking workers to social distance, promoting 
personal hygiene, encouraging sick staff to stay home and even allowing some team 
members to work from home. 

Other resources are also available to help protect worker safety. The Occupational Safety 
and Health Administration has launched a website that offers tips to help reduce COVID-19 
exposure among construction workers. Guidance, regulations and other requirements have 
also been issued by a multitude of state, municipal and building departments, as well as 
organizations such as the American Industrial Hygiene Association. 

Although it can be taxing for construction companies to stay apprised of changes in safety 
rules, it is also likely beneficial since, according to a study of Austin, TX-area construction 
worker hospitalizations recently published in the Journal of the American Medical 
Association, construction workers were five times more likely than other occupations to 
be hospitalized with COVID-19. Fortunately, the study also found that implementing safety 
measures can offset the increased COVID-19 transmission risk by 50.0%. 

While the continued protection of workers appears important to our survey respondents, 
COVID-19 has also resulted in some struggles. Several firms report that job schedules have 
been interrupted or slowed by workers testing positive for COVID-19; in some cases, this 
has led to entire jobsites facing quarantine. Also, some respondents have experienced a 
loss of productivity due to COVID-19 safety measures. 

Additionally, 50.0% of our survey respondents report that, in light of the impact of COVID-19 
on the industry during 2020, project profitability decreased. Still, about 44.1% report no 
change in profitability in 2020, and 5.9% say profitability on projects has increased.

We were forced to shutdown operations in certain hot spots 
throughout the country in March and April. But, since June, when 
things began to “normalize,” the market has been quite strong. 
– Controller of a Midwest commercial modular building company

Has your profitability on projects been affected 
due to COVID-19?

Increased Somewhat
increased

No change Somewhat
decreased

Decreased
0%

6%

44%

35%

15%



7

2021 Industry Outlook

Looking to 2021, Dodge Data forecasts that construction starts will rise by 4.0%. 
According to Richard Branch, Dodge Data’s chief economist, “While the near-
term outlook for starts remains cloudy, the recent deployment of a vaccine in the 
U.S. raises hope and expectation that 2021 will be a better year.” 

At the same time, the Portland Cement Association (“PCA”), the market 
intelligence organization for U.S. cement manufacturers, forecasts total 
construction put-in-place – which PCA estimates fell by 1.5% in 2020 – will 
rebound slightly, by 0.6%, in 2021.

In terms of specific end markets, respondents to our survey suggest that data 
centers, distribution centers and warehouses, single-family homes, hospital/
medical offices, manufacturing and K-12 schools have the most positive outlook 
for 2021. However, respondents anticipate that the hospitality, retail, higher 
education and office end markets will experience difficulty in 2021.
In comparison, the “2021 Construction Hiring and Business Outlook,” a 
survey consisting of responses from 1,329 contractor firms conducted by the 
Associated General Contractors of America (“AGC”) in November and December 
2020, found that, overall, contractors expect the market for most construction 
categories to decrease in 2021. Indeed, contractors expect 13 of 16 construction 

categories listed in the AGC survey to shrink in 2021, with only warehouses, 
water/sewer facilities and alternative healthcare facilities (clinics, testing facilities 
and medical labs) registering gains. Stephen Sandherr, AGC’s CEO, remarks, 
“The pandemic is prompting many projects to be postponed or canceled, 
forcing contractors to take longer to build projects and increasing the cost of 
construction.” 

As a result, while one in three firms tell the AGC that their business volumes 
are already at, or are in excess of, year-ago levels, 12.0% of firms do not expect 
demand to return to pre-pandemic levels until some point in the first six months 
of 2021. Meanwhile, 55.0% of contractors either report they do not expect their 
firm’s volume to return to pre-pandemic levels until the second half of 2021 or 
that they are unsure of when their businesses will recover. Notably, the AGC 
survey found that small contractors are generally less optimistic about 2021 than 
larger businesses. 
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Which end-markets do you believe have the most positive outlook in 2021?

We are cautious; timing of projects moving forward is critical. 
Construction lags the economy between 6-9 months, so our industry has 
not seen the full impact yet. 
– President of a Midwest mechanical contractor
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With regard to their biggest operational concerns for 2021, according to our survey 
respondents, the availability of labor, increased competition and material costs – 
for products like steel and lumber – top the list. Survey respondents also indicate 
that, during 2021, if they make investments, they will focus their dollars on training, 
technology and equipment. At the same time, 82.4% of our respondents report that 
they do not expect access to capital will impact any of their projects in 2021, with 
just 17.6% anticipating an impact.

Although there are certainly risks for construction firms in 2021, the $908.0 
billion pandemic relief package and $1.4 trillion omnibus spending bill passed by 
Congress and signed into law at the end of December 2020 “has a lot of good 
things overall” for the construction industry, according to Jimmy Christianson, vice 
president of government relations at the AGC. Christianson adds, “I would say 
on the list of the many things we were asking for, we got probably 80%.” Among 
other things, the legislation’s renewed Paycheck Protection Program (“PPP”) 
funding includes a provision to ensure expenses paid with forgiven PPP loans are 
tax deductible. Also, it expands the Employee Retention Tax Credit, which gives 
qualifying employers a $5,000 per-worker credit for employees not paid with PPP 
funds in 2020, as well as a $7,000 credit per worker per quarter in the first half of 
2021.  

In terms of funding, among other allocations, the new law includes $10.0 billion 
for state transportation funding; $82.0 billion for education construction; $35.0 
billion to fund wind, solar and other clean energy projects; $7.0 billion to expand 
broadband internet infrastructure and access; and “a lot of good incentives…for 
public and private construction,” according to Christianson.

Additionally, industry analysts are hopeful that newly elected President Joe Biden 
– who John Porcari, an adviser to the Biden-Harris campaign and former deputy 
secretary of Transportation under President Obama, calls a long-time “advocate 
of infrastructure” – will be successful in gaining approval for his promised 
infrastructure package. “He’s looking for a multitrillion-dollar infrastructure bill that 
includes a broad definition of infrastructure, whether it’s surface transportation, 
aviation, waterfront, Army Corps, civil works, flood control mitigation projects, clean 
drinking water, renewable energy projects, K-12 public school construction or 
broadband,” notes Christianson.

2021 Industry Outlook
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We do not plan
on making any
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2021
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37%

20%

Do you plan on making investments in 2021?

What’s your biggest operational concern for 2021?
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71% of companies surveyed said results of 
the presidential election would have 
no impact to business opportunities
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Survey Data

Is your company an S or C Corp?

S Corp 91.7%

C Corp 8.3%

1

ESOP Ownership

Minority 22.2%

Majority 5.6%

2

100% 72.2%

Company Revenue

Less than $50 million 32.4%

$50-250 million 38.2%

4

More than $250 million 29.4%

Type of Construction Work

Building construction (general 
contractors & operative builders) 38.9%

Heavy construction (other than 
building construction contractors) 22.2%

5

Specialty trade construction 38.9%

How has COVID-19 impacted your 
business?

(open ended question)

6

How will the results of the 
presidential election impact your 
business opportunities?

Positively 2.9%

Somewhat positive 5.9%

7

Neutral 70.6%

Somewhat negative 11.8%

Negatively 8.8%

8 How does your backlog compare to 
this same time fram last year?

Significantly More 5.9%

More 38.2%

No Change 20.6%

Less 26.5%

Significantly Less 8.8%

Has access to capital impacted any 
of your projects this year?

Yes 14.7%

No 85.3%

9

Will access to capital impact any 
project in 2021?

Yes 17.6%

10

No 82.4%

Has access to bank financing 
become more restricted for your 
company since COVID-19?

Significantly more restricted 2.9%

Somewhat more restricted 14.7%

11

No change 79.4%

Somewhat less restricted 2.9%

Significantly less restricted 0.0%

Labor Resources Trends: How 
has recruiting skilled labor been 
impacted by COVID-19?

Significantly improved 0.0%

Somewhat improved 17.6%

12

No change 52.9%

Somewhat worsened 26.5%

Significantly worsened 2.9%

Supply Chain Impacts: How has 
the supply chain of materials 
and equipment been affected by 
COVID-19?

Significantly improved 0.0%

Somewhat improved 0.0%

13

No change 20.6%

Somewhat impacted 70.6%

Significantly impacted 8.8%

Has your profitability on projects 
been affected by COVID-19?

Increased 0.0%

Somewhat increased 5.9%

14

No change 44.1%

Somewhat decreased 35.3%

Decreased 14.7%

How has your ESOP been impacted 
due to COVID-19? Within this current 
environment, what are the areas that 
your ESOP has been impacted the 
most? 

Cash flow/ liquidity concerns 8.8%

Culture 23.5%

15

Repurchase obligation 5.9%

Sustainability 11.8%

Our ESOP has not been impacted 67.6%

Date of ESOP Formation

Less than 5yrs 44.4%

5-10 yrs 11.1%

3

More than 10 yrs 44.4%

Bonding Trends: What % of your 
projects require bonding?

0-24% 73.3%

25-49% 10.0%

16

50-74% 10.0%

75-100% 6.7%
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Survey Data

In 2021, do you anticipate to reduce 
expenses?

Yes 33.3%

No 66.7%

23

Which end-markets do you serve? 
(check all that apply)

Data Centers 35.3%

Distribution & Warehouses 52.9%

17

Water/Sewer 38.2%

Bridge/Highway 14.7%

K-12 Schools 64.7%
Hospital & Medical Office 
Buildings 67.6%

Transportation (rails, airport, etc.) 23.5%

Power/Energy 38.2%

Federal 26.5%
Higher Education (Universities, 
etc.) 55.9%

Residential 35.3%

Manufacturing 47.1%

Public Building 50.0%

Retail 50.0%

Hospitality 44.1%

Commercial Office 73.5%

Which end-markets do you believe 
have been negatively impacted in 
2020?  (check all that apply)

Data Centers 3.3%

Distribution & Warehouses 0.0%

18

Water/Sewer 10.0%

Bridge/Highway 6.7%

K-12 Schools 26.7%
Hospital & Medical Office 
Buildings 30.0%

Transportation (rails, airport, etc.) 6.7%

Power/Energy 10.0%

Federal 10.0%
Higher Education (Universities, 
etc.) 50.0%

Residential 13.3%

Manufacturing 10.0%

Public Building 26.7%

Retail 70.0%

Hospitality 53.3%

Commercial Office 70.0%

Which end-markets do you believe 
have the most positive outlook in 
2021? (check all that apply)

Data Centers 50.0%

Distribution & Warehouses 56.7%

19

Water/Sewer 10.0%

Bridge/Highway 13.3%

K-12 Schools 20.0%
Hospital & Medical Office 
Buildings 30.0%

Transportation (rails, airport, etc.) 16.7%

Power/Energy 0.0%

Federal 6.7%
Higher Education (Universities, 
etc.) 6.7%

Residential 43.3%

Manufacturing 16.7%

Public Building 3.3%

Retail 3.3%

Hospitality 6.7%

Commercial Office 3.3%

What’s your biggest operational 
concern for 2021? (choose top three)

Labor resource availability 46.7%

Sub-contractor availability 13.3%

20

Safety 26.7%

Increased competition 56.7%

Material costs 43.3%
Federal, state and local 
regulations 30.0%

Access to financing 6.7%

What is your outlook for 2021? 
Please explain.

(open ended question)

21

Do you plan on making investments 
in 2021? If so, please select areas of 
investment.

Acquisitions 23.3%

Equipment 40.9%

22

Technology 56.7%

Training 63.3%

Additional employees 36.7%
We do not plan on making any 
investments in 2021 20.0%
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Prairie Capital Advisors, Inc. 
Prairie offers investment banking, ESOP advisory, valuation advisory and financial reporting valuations to support 
the growth and ownership transition strategies of middle-market companies. Headquartered in Oakbrook Terrace, 
Illinois, the company is a leading advisor to closely-held companies nationwide. 

Securities transactions are effected and offered through Prairie Capital Markets, LLC (“Prairie”), member FINRA/
SIPC. PRAIRIE and Prairie Capital Advisors are service marks registered with the U.S. Patent & Trademark Office. 
This document is prepared by Prairie and is for informational purposes only. It is not intended as an offer or 
solicitation with respect to the sale or purchase of a security. Prairie shall not be liable for damages resulting from 
the use of or reliance upon the information presented herein. 

DISCLAIMER
Prairie’s Annual Construction Survey (“Survey”) was produced for our clients for general information purposes 
only. All information in the Survey is provided in good faith; however, we make no representation or warranty of 
any kind, express or implied, regarding the accuracy, validity or reliability of any of the information contained in 
the Survey. Since each individual client’s financial situation is unique, the material in the Survey is not intended 
to constitute specific legal or valuation advice, nor is it intended to be a substitute for specific legal or valuation 
advice. Unless we provide express prior written consent, no part of this Survey should be reproduced, distributed 
or communicated to any third party. We do not accept any liability if this Survey is used for an alternative purpose 
from which it is intended.
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