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EXECUTIVE SUMMARY 

FROM ITS DEEP BOTTOM IN 2009 through the nominal dollar peak 
in 2019 total construction starts doubled, reaching $853 billion. The 
COVID-19 pandemic and recession, however, have pushed construc-
tion markets over the edge and into decline. Construction starts will 
post significant reductions in 2020 with most sectors facing dou-
ble-digit losses. Total construction starts will fall 14% in 2020 to $738 
billion. Prospects for recovery in 2021 will be limited until a vaccine 
has been approved and has been widely adopted, a process that is 
expected to begin by mid-2021. The uncertainty surrounding further 
federal stimulus and growing budget gaps at state and local levels, 
however, cloud the outlook. Total construction starts are expected to 
gain a relatively modest 4% in 2021 to $771 billion.

Here are the 2021 forecast highlights:

•  Single family housing starts have shown remarkable resilience 
during the pandemic fueled by historically low mortgage rates and 
homebuyers’ desires for additional space in the suburbs. Starts will 
climb 7% in 2021 to $254 billion (928,000 units) after being one 
of the few sectors to show an increase in 2020 when single family 
starts will rise an estimated 4% to $239 billion (876,000 units). 
Single family totals in 2021 will be the highest since 2007.

•  Multifamily housing starts, which, in recent years, have been 
pushed ahead by high-end construction in large metropolitan ar-
eas, are expected to fall 1% in 2021 to $85.5 billion (484,000 units) 
after declining an anticipated 14% in 2020 to $86 billion (496,000 
units). Labor market weakness has driven up rent delinquencies, 

putting owners and developers into growing financial difficulties. 
Conditions will improve slightly in smaller more affordable areas in 
2021, but lingering weakness in large metro areas will continue to 
push starts down.

•  Commercial building starts reached a nominal dollar record in 2019 
driven by large office and warehouse projects. After extreme weak-
ness in 2020 when commercial starts are expected to fall 23% to 
$107 billion (690 million square feet), starts will gain 5% in 2021 to 
$113 billion (722 million square feet). In 2020, only warehouse starts 
are expected to grow as a surge in online shopping keeps demand 
for space strong. In addition to the strength in warehouses, office 
renovations and data centers will add to the commercial recovery, 
but retail and hotel starts will remain weak. 

•  Institutional building starts were already softening before the pan-
demic, but the combination of pandemic and recession have created 
widening chasms between revenues and costs at both state and local 
levels. This has led to slashed budgets and decreased construction 
activity across all institutional building types. After falling an esti-
mated 18% to $117 billion (272 million square feet) in 2020, starts 
will see little forward impetus in 2021 — at least until the passage 
of more federal aid expected during the first quarter leads to a tepid 
acceleration in the second half of the year. Full-year starts in 2021 
will gain a scant 1% to $117 billion (269 million square feet).

•  Weak domestic and global economies are taking a bite out of the 
manufacturing sector in 2020, with construction starts expected 

EXECUTIVE SUMMARY 

In constant (inflation adjusted) dollars, the most recent construction cycle began in 2011 and ended in the fourth quarter of 2019. At a total of 38 quarters, it is not 
the longest cycle, but it does stand out as the cycle with the shortest peak-to-trough length of just two quarters. The downturn may have been short, but it was also 
severe with a 24% loss in constant dollar construction starts in just six months. Growth recovered quickly in the third quarter, thereby starting a new construction 
cycle. Full recovery in construction starts will take time and the near-term outlook will be fraught with uncertainty surrounding the next wave of COVID infections, 
additional fiscal stimulus, and market shifts that will weigh on the recovery for some sectors (e.g., hotels, retail). From the trough in 2020 through the end of 2021, 
inflation-adjusted starts will climb 20%, but will remain 8% below their 2019 peak. 
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EXECUTIVE SUMMARY 

to drop 49% to $17 billion. Extremely soft petrochemical prices are 
exacerbating the decline in dollar value (Dodge Data & Analytics 
tracks petrochemical and similar plants in dollar value but not square 
footage since they are largely storage tanks and pipelines rather than 
buildings). The square footage of manufacturing starts will pull back 
18% in 2020 to 57 million square feet. Recovery will come slowly, 
leaving the dollar value of manufacturing starts little changed in 2021 
at $17 billion and square footage down 5% at 54 million square feet as 
supply chains broken by COVID-19 take time to recover.

•  Public works construction starts will drop 9% in 2020 to $142 billion 
as only street and bridge starts are expected to post scant gains 
during the year. Continued uncertainty over federal appropriations 

for infrastructure projects will limit growth in 2021. Public works as a 
whole will remain at $142 billion as modest gains in streets, bridges, 
and environmental public works (water infrastructure) is offset by 
continued declines in the pipeline sector, which will remain weak due 
to soft energy prices.

•  Gains in renewable energy projects and LNG facilities have kept 
electric power/utility starts robust over the past several years. But 
starts are expected to tumble 43% in 2020 to $31 billion as weak 
global energy prices mean fewer LNG projects make their way start. 
Renewable energy projects — particularly wind power — will remain 
popular as improving technology brings these projects closer to grid 
parity. This will encourage starts to grow 35% in 2021 to $42 billion.

                   Historical Data                 Forecast

2016 2017 2018 2019 2020 2021

Total Construction 739 789 819 853 738 771

7% 7% 4% 4% -14% 4%

Commercial 115 117 124 139 107 113

23% 2% 6% 12% -23% 5%

Institutional 123 145 142 141 116 117

11% 18% -2% -1% -18% 1%

Manufacturing 20 26 32 32 17 17

-19% 29% 23% 1% -49% 0%

Single Family 201 218 230 230 239 254

8% 9% 5% 0% 4% 7%

Multifamily 96 88 100 100 86 85

10% -8% 13% 0% -14% -1%

Public Works 136 162 165 155 142 142

5% 19% 2% -6% -9% 0%

Utilities 47 32 24 54 31 42

-18% -33% -24% 123% -43% 35%
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ECONOMIC ENVIRONMENT 

The Long and Winding Road:  
Dodge Construction Outlook for 2021
The pandemic-fueled recession that began in February was at the 
same time stunning and heartbreaking. As the virus took firm hold 
across the country, businesses and schools shut down, forcing 
people into their homes. In March alone, the economy shed 1.4 
million jobs and the unemployment rate increased to 4.4%. 

U.S. GDP growth in the first quarter was equally stunning, declining 
5.0% on an annualized basis. Weakness was widespread across all 
segments of the economy with consumer spending falling 6.9% 
(annualized); food and beverage purchases provided one of the few 
bright spots. Business investment also plunged, falling an annu-
alized 9.0% as companies pulled back on spending for equipment 
and structures. Corporate profits fell 13.9%. By contrast, gains 
in residential investment were robust, and there was also a tepid 
increase in government spending during the quarter.

With A Little Help from My Friends:  
Swift Policy Response Offsets Decline
As the virus count rapidly mounted, the massive erosion in busi-
ness and consumer confidence led to unprecedented responses 
in both fiscal and monetary policy. The Federal Reserve cut the 
federal funds rate twice in 2020 for a total of 150 basis points 
and, combined with three rate cuts in 2019, the lower bound of 
the federal funds rate became zero. At the same time, the Federal 
Reserve restarted unlimited quantitative easing and brought back 
additional programs that were launched during the 2008–2009 
Great Recession to preserve market liquidity. 

The Fed also began numerous new programs, including an estimat-
ed $2.3 trillion worth of financial support to households, business-
es, and state and local governments. A noteworthy announcement 
was the Main Street Lending Program, as well as an extension of 
eligibility for the Municipal Liquidity Facility to counties with at 
least 500,000 residents and cities with at least 250,000 residents. 
In May and June respectively, the Fed launched the Secondary and 
Primary Market Corporate Credit Facilities. Federal Reserve efforts 
have been instrumental in supporting credit markets, keeping 
funds flowing even as credit issuance has declined. 

To complement the unprecedented monetary policy response, 
government policymakers stepped in with a total of $2.9 trillion in 
direct support for the economy and loan guarantees — a number 
far in excess of support provided during the Great Recession. The 
largest injection came in March through the $1.7 trillion CARES 
Act, which provided payments to individuals, federal assistance to 
expand state unemployment insurance benefits, grant-convertible 
loans to small and medium-sized business entities (SMEs) under 
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the Paycheck Protection Program (PPP), grants to states and 
municipalities via a $150 billion Coronavirus Relief Fund, student 
loan deferrals, and various other tax deferrals and credits. In early 
August, President Trump issued executive orders that extended 
federal unemployment insurance subsidies (by $300/week versus 
the $600/week that expired at the end of July), extended deferrals 
for student loans held by the Department of Education, declared a 
temporary payroll tax holiday, and instructed government agencies 
to assist renters and homeowners facing eviction or foreclosure.

Getting Better: Data Hits Bottom in Second Quarter
As April progressed and the virus case count grew, economic data 
turned south. Retail sales fell 14.7% for the month with only online 
shopping showing strength (+9.4%). Even food and beverage sales fell 
following pandemic-induced stockpiling of the previous month. 

Initial claims for unemployment insurance hit a high of 6.8 million 
during the week of March 28. While weekly claims numbers trended 
down during April, a total of 20.1 million new claims were filed. This 
number foreshadowed the gut-wrenching April jobs report, which 
showed 20.8 million job cuts over the month. Combined job losses 
in March and April essentially erased all jobs added during the entire 
2010—2019 economic expansion. The construction sector lost a 
million jobs. 

In a huge upside surprise, the U.S. economy added 2.7 million jobs back 
in the month of May — in contrast, consensus estimates were expect-
ing a potential decline of 4 million to 8 million jobs. The construction 
sector added back 456,000 jobs. But, even with the positive jobs report, 
total employment was still nearly 20 million jobs shy of its February 
2020 level.
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Trends in economic data suggest that May was the low point for the 
recession and that recovery began in June. As state and local govern-
ments continue to loosen rules hindering business activity, hiring will 
pick back up and the overall economy will move forward. If it is truly 
behind in the past, the COVID-19 recession will go down as one of the 
shortest in U.S. history, but also one of the most severe.

Signs of life that the economy began to show in May continued into 
June. More businesses reopened and employment grew. Despite the 
generally positive trend, the second quarter contraction in GDP was 
stark with the economy posting an annualized 31.4% decline. Declines 
were broad-based across consumer spending and investment, while 
government spending provided a boost. 

A Hard Day’s Night: Third-Quarter Reopening 
Continues, But Another Wave Threatens
While the second quarter ended with the promise of a stronger 
labor market, there were clouds on the horizon. By July 19 the 
number of COVID-19 cases had reached 3.8 million — an increase 
of 1.1 million cases from the end of June. Florida added 195,831 
cases from the end of June (compared to 21,074 in May), Tex-
as added 165,044 (compared to 36,200 in May), and California 
161,775 (61,666 in May). By contrast, New York state, which was 
hit very hard in the early stages of the pandemic, added just 13,201 
cases from the end of June compared to 73,916 in May. Cases 
increased a further 1.5 million in August, as the United States 
crossed a somber 6.0 million total cases at month’s end. By the end 
of September, cases totaled 7.2 million. 

With caseloads mounting and first stage reopenings of most 
businesses in the rearview mirror, employment growth slowed to 
1.8 million in July, a further 1.5 million in August, and just 661,000 
in September. While those are solid numbers, the slowdown in em-
ployment growth highlights the difficulty the economy now faces in 
returning to “normal”. From May through September, the economy 

added back a total of 11.4 million jobs — just a little over half of 
all jobs lost in March and April. The construction industry added 
back about two-thirds of positions lost. With employment growth 
slowing, the number of initial claims for unemployment insurance 
remained stubbornly high — averaging 1.4 million per week in July, 
1.0 million in August, and 870,000 in September. 

Gains in the labor market, though, were strong enough to bolster 
the economy. And, alongside a healthy amount of pent-up demand 
and stronger-than-expected gains in single family housing, GDP 
growth rebounded in the third quarter to an annualized 33.1%, 
stronger than what had been assumed in previous forecasts.

Third quarter gains were widespread. Consumer spending was ro-
bust, with large increases for both goods and services as pandemic 
restrictions were lifted. Business investment also moved signifi-
cantly higher driven by spending on equipment, while investment in 
nonresidential structures posted a notable decline — its third con-
secutive quarterly drop. Residential investment also moved higher 
in the quarter. On the downside, government spending contracted, 
driven by weaker spending at the federal, state and local levels. 

Carry that Weight: Heavy Lifting Yet to Come
From here on, however, the hard work will begin. The fiscal boost pro-
vided by the CARES Act began to fade after income support programs 
within the Act expired on July 25. Without the help provided by CARES 
funding, the economy is unlikely to regain significant forward traction 
until a vaccine has been approved and widely adopted across the 
United States. Households that relied on these payments will see sharp 
declines in income and are likely to slow spending. Lower spending will, 
in turn, place increasing pressure on small businesses whose bank-
ruptcies could rise, particularly since the Paycheck Protection Program 
(which supported businesses that kept workers on the payroll) ended in 
August. This could be particularly hard on businesses in the retail and 
restaurant spaces and create a significant feedback loop with overall 
employment levels and economic growth.-10,000
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On the plus side, the labor market, housing, and overall economy have 
remained somewhat resilient over the last several months in the face 
of rising COVID cases. In the fourth quarter, GDP is expected to grow 
1.5%, job growth will slow, and the unemployment rate will remain near 
8%. For the full year, the U.S. economy is expected to contract by 4.4%. 
This marks the sharpest annual decline in U.S. economic activity since 
the Second World War.

As of this writing on November 4, the outcome of the presidential 
election was still very much uncertain, with both candidates having a 
realistic path to victory. What seemed more certain was that Demo-
crats retained control of the House and Republicans maintained a slim 
majority in the Senate. From a legislative perspective, this dimmed the 
prospects for quick passage of a large stimulus package since Senate 
fiscal conservatives had squelched such a measure before the election, 
even with presidential support. Odds still favor passage of a stimulus 
bill, but the Congressional mix may result in a package somewhat 
smaller than the hoped-for $1.5 trillion. 

Every Little Thing: Forecast Assumptions and Risks
All forecasts are built on assumptions, which should be viewed 
primarily as pivot points as events develop. Because the future 
course of the pandemic, domestic politics, and so forth are so 
unpredictable at the moment, assumptions associated with the 
current economic forecast are much more fluid than in more typi-
cal time periods, potentially creating greater variability in forecasts 
for construction starts.

The pandemic is the most significant risk the U.S. economy faces 
given the track of potential outbreaks as the weather cools and 
people move inside where there is higher risk of transmission. 
Uncertainty surrounding the timing of a vaccine is also a critical 
element of risk for the current outlook. This forecast assumes 
that the next wave of the virus in the fall and winter will not lead 
to the same large-scale economic disruptions that occurred from 

March through May. While it does appear that the beginning of 
the academic year (particularly in colleges) has led to increased 
clusters of the virus, the impact of these events has been more 
localized and contained. The forecast also assumes that a vaccine 
is in place and on the road to widespread adoption in the U.S. and 
abroad during the first half of 2021. Should outbreaks resurge or if 
prospects for a vaccine are delayed past mid-2021, COVID-19 will 
likely have more serious-than-expected impacts on the economy 
and construction activity in 2021. 

The outlook for fiscal policy is just as uncertain as the outlook for 
COVID-19. Since expiration of the CARES Act at the end of July, 
no stimulus plan that would provide expanded unemployment 
insurance benefits for those in need has garnered broad-based 
support from Congress or the White House. As time has marched 
on, the impetus for additional stimulus has seemingly waned. 
There also appears to be little urgency in Congress for moving 
ahead with a replacement for the FAST Act (the five-year surface 
transportation authorizing legislation) or with reauthorizing the 
Water Resources Development Act (WRDA) — both of which have 
significant influence on nonbuilding construction starts. Instead, 
the election, funding the government for the next fiscal year, and 
vitriol surrounding filling the vacant Supreme Court seat have taken 
precedence.  

On a more positive note, Congress and the president in late 
September agreed to a continuing resolution that would avert 
a government shutdown and keep the government operating 
through early December. Included in the continuing resolution 
was a one-year extension of the FAST Act that should provide 
some clarity for state and local governments as they plan their 
highway and bridge construction programs for the coming year. 
Also included was a transfer of $10.4 billion from the general fund 
into the Highway Trust Fund’s highway account, $3.2 billion into 
the transit account, and an additional $14.0 billion into the Airport 
and Airway Trust Fund.

ECONOMIC ENVIRONMENT 
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Beyond these elements, it is unlikely that there will be additional 
stimulus provided in the immediate future. Once the election is 
in the rearview mirror and a new Congress has been seated, an 
additional $1.5 trillion of stimulus is expected to be approved in the 
first quarter of 2021 to provide support for individuals, busi-
nesses, and state and local governments. This will translate into 
economic growth that moves sideways (less than 2% annualized) 
in fourth-quarter 2020 and first-quarter 2021 as individuals and 
businesses retrench in the face of reduced support. As addi-
tional stimulus kicks in, however, the economy will quickly return 
to stronger growth in the second quarter of 2021. Should that 
stimulus come earlier than expected, it would certainly boost the 
Dodge macroeconomic outlook as well as the outlook for construc-
tion activity — particularly for publicly funded projects. Should 
additional stimulus fail to materialize, economic growth will likely 
be weaker through late 2021.

The support of monetary policy during the current crisis has been 
instrumental in keeping credit flowing throughout the economy, 
and this support is expected to continue for the foreseeable future. 
A slow return to full employment combined with an outlook for 
muted inflation will keep the Federal Reserve from raising inter-
est rates until 2023. Of note is that the Federal Reserve recently 
altered its policy language to allow for a higher rate of inflation over 
the next few years, cementing the outlook for low interest rates.

Beyond the private sector, state and local governments that rely 
on tax revenues to fund services are also in peril as tax receipts 
from income, property, gasoline, and tourism remain sharply below 
earlier projections. Revenues dropped just as spending to combat 
COVID-19 skyrocketed. A recent analysis by Moody’s Analytics sug-
gests that, in the absence of additional support from the Federal 
government, the net shortfall for state and local budgets could 

approach $400 billion from fiscal year 2021 to fiscal year 2022. 
Additional federal stimulus would reduce that figure to around 
$196 billion. State and local governments will need to drastically 
cut spending to maintain balanced budgets (as required by law), 
potentially creating dire consequences for construction programs 
across the education, transportation, and public building sectors. 
Additional stimulus would provide critical support to the public sec-
tor. However, given that no additional stimulus is anticipated before 
first-quarter 2021, the current fiscal year (ending in June 2021 for 
most states) will be difficult with recovery postponed until 2023.

Here Comes the Sun: 2021 Could be a Turning Point 
As the year rolls over, the labor market will struggle to gain traction as 
businesses and individuals remain leery about increasing spending 
due to reduced fiscal support amid the next wave of the virus in the 
fall and winter. Nonfarm payroll growth will remain slightly positive, 
and the unemployment rate will hover near 8%. This will create a drag 
on overall economic growth in the first quarter, and GDP will grow by 
a tepid 2.0% (annualized). Should fiscal stimulus be adopted sooner 
than first-quarter 2021, it could potentially boost GDP growth in the 
first quarter by as much as a full percentage point. Expected stimulus 
combined with potential approval and wide adoption of a COVID-19 
vaccine will provide a significant shot in the arm for the economy, 
starting in Q2 and persisting through year end. Quarterly GDP growth 
is expected to be above 3% (annualized) for the latter three quarters 
of the year. Employment will slowly recover as well, and the unemploy-
ment rate will drop to around 6% by the end of 2021. For the full year, 
GDP will increase by a solid 2.8%. However, should no fiscal stimulus be 
forthcoming in 2021, the pattern of economic growth could be slightly 
different, with slow GDP and employment growth expected through 
the first half of the year before a more organic recovery (spurred by 
adoption of a vaccine) takes hold in the second half.
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COMMERCIAL BUILDING 

COMMERCIAL CONSTRUCTION (stores, warehouses, offices, hotels, 
and parking garages) lies at the heart of the private business 
economy and typically experiences large swings in activity as 
economic growth gains and loses steam. It should come as no 
surprise, therefore, that commercial construction was hard hit by 
the economic shutdowns imposed by U.S. reactions to COVID-19. 
The retail and hotel sectors, in fact, were at the epicenter of the 
economic response and both continue to experience extreme 
economic distress. 

After peaking at $139 billion in 2019, commercial construction 
starts are expected to plunge 23% in 2020 to $107 billion. The 
square footage of commercial construction starts reached 855 
million square feet in 2019 and is expected to slide 19% in 2020 to 
just 690 million square feet. As the economic recovery takes hold 
in 2021, commercial starts will quickly begin to recover. Both the 
dollar value and square footage of commercial starts will advance 
5% in 2021, with increases to $113 billion and 722 million square 
feet. These advances, of course, are predicated on an assumption 
that Congress will pass, and the president will sign, an additional 
stimulus package in the first quarter of next year. Without that 
stimulus, gains will take longer to arrive and will be more restrained 
when they finally do.

STORES AND SHOPPING CENTERS
The recovery in construction for stores and shopping centers that 
followed the Great Recession fell far short of expectations. Starts 
grew 46% from the deep 2010 trough to a cyclical peak of 119 
million square feet in 2014. Dollar value also bottomed out in 2010, 
but then grew a total of 66% through 2016 when it peaked at $21 
billion. Following those peak levels, construction for stores and 
shopping centers continuously declined through 2019 when it landed 
at 77 million square feet and $17 billion. Square footage in 2019 was 
lower than the trough resulting from the Great Recession. In dollar 
value, the 2019 level was significantly above the 2010 trough, but 
that difference is attributable to inflation in construction costs over 
the period.

In 2020, the downward trend in retail construction starts has been 
starkly exacerbated by COVID-19 and its related shutdowns. With 
the exception of grocery stores and pharmacies, retail stores 
were largely considered nonessential businesses and were closed 
throughout most of the nation near the end of March and throughout 
April to support stay-at-home and physical distancing orders. There 
is little doubt, therefore, that the downward trend in retail construc-
tion starts will continue this year. In 2020, retail starts are expected 
to drop another 25% to $12 billion as square footage slides 28% to 
just 55 million square feet. The pandemic has, in fact, brought the 
square footage of starts almost one third below levels of the Great 

Recession. Even dollar value is expected to be 2% below its 2010 
level in 2020.

After the thrashing of 2020, retail starts will begin to reemerge 
in 2021. Starts will inch up 7% to $13 billion as square footage 
improves 5% to 58 million square feet. Despite the gains, retail 
construction starts will remain severely depressed in 2021. Before 
the Great Recession, retail starts peaked at 312 million square feet 
and $29 billion in 2007. 

Moreover, COVID-19 could have long-lasting implications for the re-
tail industry. While brick and mortar is unlikely to disappear entirely, 
online shopping became a much more ingrained part of consumer 
purchasing behavior due to stay-at-home orders. After two decades 
of slow but steady increases, e-commerce sales jumped 44.5% in 
the second quarter of 2020 compared to the same quarter a year 
earlier to a seasonally adjusted $211.5 billion. At the same time, total 
retail sales fell 3.6% from a year earlier. Compared to the previous 
quarter (Q1–Q2 changes) e-commerce gained 31.8% as total retail 
sales dropped 3.9%. This magnitude of growth was the strongest in 
the 20+ years that e-commerce sales have been measured. A mas-
sive number of consumers clearly turned to online shopping to deal 
with the restrictions of COVID-19 in the second quarter. If this sea 
change in consumer behavior becomes a permanent phenomenon, 
the long-lasting effects of COVID-19 could mean further deteriora-
tion in retail construction starts in coming years.

“Retail carnage” and “apocalypse” are just two of the hyperbolic 
terms that have been used to describe store closings and the 
condition of the retail market in recent years — and that was before 
COVID-19 wreaked havoc on retailers. According to Business Insider, 
a record 9,300 stores closed their doors in 2019. COVID-19 has 
only added to the problem. In just the first eight months of 2020, 66 
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brands closed 13,262 stores — more than in all of 2019 — and the 
list is expected to be much longer by the end of the year. Of the 66 
companies closing stores this year, 26 have declared bankruptcy, 
while another 40 have simply announced closures of underperform-
ing stores. The list of bankruptcies includes household names such 
as Neiman Marcus, Pier 1 Imports, Sears, J Crew, JC Penney, and 
many others.

Construction starts for retail chains undertaking the largest 
amounts of construction — the retail construction giants — con-
firms how much has changed in the retail market. In 2019, the five 
chains with the largest dollar value of retail construction starts were: 
Walmart, Dollar General, Aldi Foods, Target, and Publix Supermar-
kets. Supermarkets, in fact, accounted for six of the top 20 firms 

in terms of construction spending. Last year, the top 20 U.S. retail 
chains broke ground on roughly $3.0 billion worth of construction, a 
decrease of 10% from a year earlier. Only eight of the top 20 chains 
increased dollar amounts of construction starts in 2019, while 12 
(60%) decreased construction spending. 

And 2019 was just the last of many years that have seen construc-
tion declines. In aggregate, the top 20 firms of 2019 have pulled back 
on construction starts in each year since 2016 when collective in-
vestment reached a peak of $3.6 billion — 19% higher than in 2019. 
Walmart, a prime example of this trend, broke ground on just $974 
million of construction in 2019, down 5% from a year earlier. By con-
trast, Walmart started $2.6 billion of construction coming out of the 
recession in 2010 and $1.7 billion as recently as 2015. Of the 1,916 
projects Walmart broke ground on last year, just 12 were either new 
construction or additions to existing structures. The remainder were 
alterations/renovations to existing buildings, which averaged just 
$500,000 per project. Only one new store that Walmart started last 
year was above 100,000 square feet.

This year has continued the downward trend for most of the top 
retail chains. In the first nine months of 2020, Walmart reduced 
construction starts by 15% to $783 million, but it nevertheless re-
mained in the top position for construction. In fact, seven of the top 
ten retail construction giants broke ground on less construction in 
the first nine months of 2020. In addition to Walmart, Dollar General, 
Aldi, Target, Costco, and McDonald’s pulled back by double-digits and 
O’Reilly Auto Parts pulled back by a more modest 2%. Publix Super-
market (+1%), Autozone (+23%), and Dollar Tree (+24%) increased 
starts in the first nine months of 2020. In aggregate, the top ten 
retailers reduced construction starts 15% to $1.876 billion.0
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                               $ Million                           % Change

Rank Retail Chains 2019 2020 2019 2020

  1 Walmart 916.2 782.7 3% -15%

  2 Dollar General 215.3 194.3 -2% -10%

  3 Publix Super Market 189.0 190.4 21% 1%

4 Aldi Food Store 211.0 153.4 -25% -27%

5 Target 215.7 123.9 -10% -43%

6 Costco Warehouse Store 132.4 108.9 -25% -18%

7 O'Reilly Auto Parts Store 86.5 84.5 39% -2%

8 AutoZone Auto Parts Store 65.8 80.8 4% 23%

9 McDonald's Restaurant 104.0 79.6 -43% -23%

10 Dollar Tree 62.4 77.3 -23% 24%

U.S. RETAIL CHAINS SPENDING MOST ON CONSTRUCTION STARTS
9 Months of Each Year in Millions of Dollars



Dodge Construction Outlook 202110

COMMERCIAL BUILDING 

With store closings remaining high and retailers more focused on 
improving their online capabilities than expanding brick and mortar 
facilities, new construction has given way to renovation activity 
as an increasingly dominant piece of retail construction. In both 
the 1990s and 2000s, alterations to existing facilities (where 
no net square footage was added) averaged 21% of total retail 
construction starts. After the Great Recession in 2009, the share 
of alterations jumped to a record high of 45%. During the early part 
of the recovery (2011–2015), the new construction share of starts 
increased, and alterations decreased, as would be expected during 
an expansion. However, as retail construction pulled back again 
from 2016–2019, alterations jumped to 48% in 2019, a record 
high. With COVID-19 having a game-changing impact on the retail 
industry, the renovation share of construction has grown even 

further. In the first nine months of 2020, alterations increased to a 
record 51% of total retail starts and new construction fell to a new 
low of 45%. This shift tells an important story about the chang-
ing retail landscape: since 2016, retailers have only tentatively 
expanded their footprints, but have instead focused on updating 
and improving existing facilities to remain competitive. With online 
shopping making further inroads and the economy on unsure foot-
ing, this condition is unlikely to change over the next few years.

COMMERCIAL WAREHOUSES
Retail and commercial warehouse construction markets have 
historically been closely aligned. Warehouse starts typically follow 
retail starts up and down by about a year, and levels of activity 
have been quite similar. Since the Great Recession, however, the 
relationship has changed dramatically. Retail starts have gone 
stagnant, while warehouse starts have soared. The reason behind 
both trends comes largely from the advent and development of 
online shopping (e-commerce). Online shopping bypasses brick and 
mortar retail establishments but requires large and highly tech-
nological distribution centers to ensure quick and reliable product 
deliveries. Some of the largest warehouse starts over the past 
five years have come from online-only retailers (such as Amazon), 
although traditional brick and mortar retail companies establishing 
or increasing their online capabilities have also been notably pres-
ent. In light of the COVID-19 pandemic, the staggering differences 
between retail and warehouse construction have become more 
pronounced.

Warehouse starts fell to a historic low of just 49 million square feet 
in 2010 then increased by double-digit rates for seven consecu-
tive years from 2011 through 2017, resulting in an amazing 508% 
increase that brought starts up to 297 million square feet. After 
seven years of vigorous growth, warehouse construction flat-
tened in 2018, bringing starts to 299 million square feet. In 2019, 
warehouse construction starts bounced back with a surprising 
18% gain to 354million square feet. Dollar value followed a similar 
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pattern with softness in 2018 followed by a 25% bounce back in 
2019 to $30 billion.

In 2020, warehouse construction starts were already expected to 
pull back as global trade problems slowed economic growth and 
the commercial recovery came to a close. COVID-19, however, has 
changed the outlook for warehouse construction. Because of the 
economy’s substantial dependence on e-commerce when the vast 
majority of the population was under stay-at-home orders, demand 
for warehouse space remained extremely high. Online retailers 
could not keep up with the demand for many products, resulting in 
widespread shortages of personal protective equipment (PPE), toilet 
paper, paper towels, and cleaning products. It is likely that pressure 
will continue on online retailers such as Amazon to keep stockpiles 
high in the event of future catastrophic events such as a pandemic. 
Warehouse construction starts are likely to remain elevated relative 
to other commercial construction sectors as a result. 

With this year’s devastating economic shock, Dodge expects ware-
house starts to essentially flatten in 2020 as dollar value inches up 
2% to $31 billion and square footage pulls back 1% to 352 million 
square feet. In 2021, warehousing will once again find its footing 
as the dollar value of starts improves 8% to $33 billion and square 
footage gains 6% to 373 million square feet. 

As new technologically advanced warehouses have become the 
norm, the size of warehouses has grown. In 2019, an unprecedent-
ed 55 warehouse projects of one million square feet or more broke 
ground, adding more than 78  million square feet in aggregate. 
The largest warehouses have also grown in size. Coming out of 
the recession in 2010, few million-square-foot warehouses were 
built. Only three broke ground that year and averaged just 1.135 
million square feet. By 2019, the average size of large warehouses 
had grown to 1.423 million square feet — and six warehouses with 
more than three million square feet broke ground. In the first nine 
months of 2020, 38 warehouses with at least one million square 
feet broke ground with an aggregate square footage of 69 million 

square feet. At the current pace, 2020 could break ground on more 
and larger mega-warehouses than 2019.

Amazon has often taken the lead on building mega-warehouses. 
The company went on a construction spree in 2017, breaking 
ground on at least 47 warehouse projects of all sizes that added 
more than 27 million square feet of new space to the warehouse 
market. In 2017, Amazon broke ground on 11 mega-warehouses 
for a total of 11.3 million square feet. Since 2017, however, the size 
of Amazon’s largest warehouses has grown significantly. In 2018, 
Amazon broke ground on 13 mega-warehouses for an aggregate of 
22.4 million square feet. In 2019, the company broke ground on 11 
warehouses for an aggregate of 23.7 million square feet. In 2020, 
both numbers and sizes of mega-warehouses have once again 
risen considerably. In the first nine months, Amazon broke ground 
on 16 mega-warehouses for an aggregate of 38 million square 
feet. The largest of these warehouse projects have so far included 
Amazon’s Project Sophia in Wilmington DE at 3.884 million square 
feet, Project Charm in Pflugerville TX at 3.842 million square feet, 
and a 3.7 million square foot distribution center in Windsor CT.

Even with the strong upsurge in warehouse construction over the 
past decade, industrial market fundamentals (absorption and 
vacancy rates) have remained remarkably solid. Cracks, however, 
became more prominent over the past year as trade spats and tariffs 
slowed global economic growth and brought down the volume of 
both imports and exports. Responding to these changes, warehouse 
vacancy rates have increased modestly over the past year. When va-
cancy rates began to inch upward early in 2019, it was the first such 
movement since 2010. By the second quarter of 2020, warehouse 
vacancy rates were 50 basis points higher than a year earlier at 7.6%. 
Over the quarter, vacancy rates rose 30 basis points.

Previous forecasts had expected vacancy rates to continue to 
deteriorate over the next few years as global trade issues weighed 
on economic growth. The resulting construction slowdown was 
nevertheless expected to remain mild since the industry did not 
have a significant supply overhang and e-commerce was expected 
to continue to make inroads. COVID-19 has certainly changed the 
outlook, given the swift and severe downturn in economic growth 
resulting from efforts to stem the spread of the virus. Warehouse 
vacancy rates and construction starts will inevitably feel the 
effects of the downturn this year. Still, the acceleration in e-com-
merce has been stronger than expected and should soften the 
blow in 2020 and set the stage for a healthy expansion in ware-
house construction over the next few years.

OFFICE BUILDINGS
Office construction starts finished 2019 at $54 billion, a 12% 
gain over 2018. In square footage, starts also rose an impressive 
11% to 152 million square feet. While a sizeable gain, this still left 
office construction 66 million square feet (30%) below its 2007 
peak. Continuing a lengthy trend of declining cyclical growth, the 0
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2007 peak was 16% lower than the 2000 peak, and the 2000 peak 
was 13% below the record 350 million square feet of office space 
started in 1985. 

The pandemic has caused a significant shift in office usage. In the 
early days of the crisis, workers were shunted out of their offices into 
home-based workspaces, not knowing when or if they would return. 
According to CB Richard Ellis-Econometric Advisors (CBRE-EA), 
the office vacancy rate moved 70 basis points (bps) higher from 
the first to the second quarter, hitting 13.0% in Q2 as office-using 
employment fell by 2.7 million. The office vacancy rate likely would 
have increased further if many firms had not been locked into leases, 
forcing them to continue rent payments even as space emptied. 

After seasonal adjustment, the dollar value of office starts dropped 
47% from the first to second quarter, while square footage lost 36%. 
Office starts improved slightly in the third quarter, although vacancy 
rates moved a full 100 bps higher to 14.0%. The downtown vacancy 
rate increased 120 bps to 12.6%, while the suburban rate moved up 
90 bps higher to 14.8%. Vacancy rates moved higher in 55 of 63 major 
metropolitan areas covered by CBRE-EA. This sudden tilt higher is due 
to the combined effect of firms shedding excess space just as new of-
fice supply that broke ground over the past few years became available. 

In the first nine months of 2020, the dollar value of office starts 
dropped a stunning 29%, and square footage plunged 24%. Little is 
expected to improve in the final three months of the year. In all of 
2020, office starts are expected fall 22% to $42 billion and 20% in 
square footage to 122 million square feet.

A slight boost in activity is expected for 2021. Square footage will rise 
4% to 127 million square feet, while dollar value will move 5% higher 
to $45 billion. More and more firms (including Facebook and Twitter) 
have announced they are keeping workers at home permanently, 
inhibiting the sector’s ability to stage a vigorous recovery over the 
coming year. However, once a vaccine has been in wide circulation, 
it is expected that most office workers will return, supporting office 

construction beyond 2021. Even as the office market recovers, starts 
are expected to remain well below their pre-pandemic levels for the 
foreseeable future.

In 2021, both data centers and large traditional office projects 
will support the expected growth in starts. Major office projects 
expected to start next year include the $2.0 billion Downtown West 
Google Project at Diridon Station in San Jose CA, the $1.5 billion 
JP Morgan Chase building in New York NY, and the $200 million 
VAST Data Center in West Jordan UT. Renovation activity will also 
support growth in the dollar value forecast as firms undertake 
steps to improve existing office spaces to make workers feel safer 
in a post-COVID-19 world —  such as adding physical barriers and 
improving and upgrading HVAC systems.

HOTEL CONSTRUCTION
Even prior to the pandemic, hotel construction starts were on 
the decline. In 2019, the dollar value of hotel starts fell 5% to $18 
billion, and square footage slipped 7% to 74 million square feet 
as revenue growth stalled to near zero. Hotel financials suffered 
immensely as the pandemic brought business and leisure travel to 
a halt. In the second quarter, the hotel occupancy rate fell to 28.3% 
and year-over-year revenue growth dropped a painful 75%. 

In the first nine months of 2020, hotel construction starts were down 
by a sizeable 47% in dollar value and a similar 48% in square footage. 
Still, several sizeable projects got underway in the first three quarters 
of the year, including the $377 million Hyatt Regency Hotel at the Salt 
Lake City Convention Center in Salt Lake City UT, as well as the $355 
million Fig + Pico AC Marriott in Los Angeles CA. 

Like other commercial sectors, hotel construction has been 
strongly affected by the pandemic and its economic fallout. All 
told, 2020 starts are expected to plunge 46% to $10 billion, and 
square footage is expected to fall a similar 47% to 39 million 
square feet. The outlook for 2021 will remain dim since business 
and leisure travel will be severely limited until a vaccine has been 
approved and widely adopted. Although TSA checkpoint usage has 
increased since the pandemic’s closures, it remains well below 
the pre-pandemic levels seen in 2019 and early 2020. This is the 
result of tourism shifting to local travel and business travel being 
supplanted by virtual meetings. Major hotel operators, including 
Marriott International, have responded by cancelling or suspending 
development plans. 

Once confidence about travel safety has improved, pent-up 
demand will likely lead to an initial surge in activity as restless 
travelers hit the road. Even as this develops, hotel owners and 
developers will need to dig themselves out of a very deep financial 
holes before expansion and building can begin. That will leave 2021 
as another down year for hotel construction starts. Dollar value 
will decline 7% in 2021 to $9 billion while square footage loses 
4% to 37 million square feet. 0
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THE INSTITUTIONAL BUILDING SECTOR includes a diverse group of 
building types from schools and hospitals to airline terminals and 
enclosed sports arenas. The common thread linking these struc-
tures is that they all rely to some degree on public funding. The 
stabilizing influence of public funding usually results in a lagged 
relationship with the overall business cycle. The Great Recession 
technically ended in 2009, for example, but the dollar value of 
institutional starts did not reach bottom until 2012, and square 
footage reached a cyclical low in 2013. In the current economic 
downturn, however, where a global pandemic and shutdown of the 
economy have brought down economic activity, no one — and no 
sector of the economy — is safe. 

Instead of responding with a year or two lag, institutional building 
starts are expected to drop 18% in 2020 to $116 billion, and square 
footage will fall by a similar 19% to 272 million square feet. None of 
the institutional sectors will be spared in this downturn. All will see 
double-digit declines this year. Next year, however, will prove to be 
a transition year for institutional building. While most institutional 
sectors will continue to see modest declines over the coming year, 
a few will turn positive with the help of a few very large projects. 
The timing of recovery is highly dependent on the creation and 
distribution of an effective vaccine. While a vaccine is likely to be 
approved sometime in the first half of 2021, manufacturing and 
distributing the vaccine will take longer. Institutional building starts 
are, therefore, likely to remain soft early in the year, then gain mo-
mentum as the year progresses. Overall, institutional construction 
starts in 2021 will inch up 1% in dollar value to $117 billion, while 
square footage will slip another 1% to 269 million square feet. 

EDUCATION BUILDINGS
This year and next, construction for public schools (the largest 
share of total education starts) will be plagued by state and local 
budget shortfalls that have resulted from lower tax revenues and 
high costs associated with responding to COVID-19. College and 
university construction (the second largest share of education 
starts) will be severely hampered by significant losses in revenue 
from tuition, room, and board as enrollments have declined and 
fewer students are living on campus. Other education sectors 
(daycare centers, libraries, museums, etc.) have been equally chal-
lenged by the COVID-19 pandemic and the shutdowns that have 
attempted to squelch spread of the disease.

Given this backdrop, education construction starts are expected to 
retreat 10% in 2020 to $57 billion and will pull back 11% in square 
footage to 124 million square feet. Next year, Dodge is expecting 
another decline in education construction starts, assuming it will 
take at least until the next school year (beginning in September 
2021) for relative normalcy to return to both K–12 and college/

university classrooms. Only then will school systems and colleges 
once again be able to seriously assess and address their needs for 
expansion and renovation. Education starts are expected to slip 
another 3% in both dollar value and square footage during 2021 to 
$55 billion and 120 million square feet.

Changes in underlying demand are only adding to weakened 
support for new construction. The most recent projections from 
the National Center for Education Statistics (NCES) suggest that 
enrollment growth — the primary demographic driver of construc-
tion —will grow at a slower pace for K–12 over the next five years 
than over the past five, suggesting that, while construction will 
increase, the gains may be more modest over the next several 
years. According to the NCES, enrollment in public and private K–12 
schools increased by 684,000 students (+1.2%) from 2014–2019. 
From 2019–2024, K–12 enrollment will increase by a somewhat 
weaker 447,000 students (+0.8%). With fewer new students 
expected to be added over the next five years, there will be less 
pressure coming from demand for new space. 

At the college level, enrollment has already been weak over the past 
decade. Enrollments declined by 340,000 (-1.7%) in the five years 
following the Great Recession (2009–2014) since jobs became 
more plentiful and fewer people were willing to forego wages. En-
rollments continued to decline over the five years from 2014–2019, 
dropping by another 438,000 (-2.3%) as job growth picked up 
steam. According to the NCES, college enrollments will remain flat 
over the coming five years (2019–2024) with a gain of only 15,000 
students (+0.1%). 

Furthermore, these projections were made before the COVID-19 
pandemic began to ravage the U.S. and its economy. By pushing 
the economy into recession, COVID-19 is likely to result in fewer 
births in 2020 and 2021 than what had been previously estimated. 

INSTITUTIONAL BUILDING 
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That means the next NCES projections for coming years could 
be lower than currently shown. In fact, Brookings Institute has 
estimated that as many as 300,000 to 500,000 fewer births could 
result from the pandemic. This smaller resulting cohort of births 
in 2020–2021 is likely to create even slower growth than now 
predicted in elementary school enrollments five years from now. 
That hole will follow these children as they move through the school 
system, lowering projections for higher grades in years further 
out as well. This will inevitably have an impact on demand for new 
school construction.

Demographic support for school and college construction may be 
soft or waning nationally, but pockets of the country (primarily in 
the West and South) could see stronger population and enrollment 
growth as a result of strong in-migration. From 2015–2019, Texas 
and California have consistently broken ground on just under a 
quarter of U.S. education construction starts (based on dollar 
value) with Texas accounting for 14% and California 10% of the 
U.S. total. Both Texas and California have historically seen strong 
school enrollment growth, although California’s high housing costs 
have slowed in-migration. 

To fund school construction, Texas and California float large bond 
measures to build new schools and public colleges and to expand or 
renovate existing facilities. Several large measures have passed in 
recent years that could buoy construction in these states over the 
next several years. In the November 2018 election cycle, California 
voters approved 90% of local school bond measures, totaling $17 
billion after having passed a statewide $9 billion bond in 2016. In 
the November 2019 election cycle, Texas approved $14.5 billion of a 
total $16 billion in bond proposals around the state. Among bonds 
passed, $5.5 billion were to build, add to, or renovate schools. The 
largest school bonds passed in Texas last year included Arlington’s 
$966 million bond, Conroe’s $653 million bond, Forney’s $623 million 
bond, and Ysleta’s $425 million bond. A $569 million school bond in 
Midland TX narrowly lost after a double recount of votes. In California, 
no school bond measures were on the ballot in 2019 and, in March 
2020, the $15 billion bond measure (Proposition 13) designed to 

renovate aging school and college facilities was defeated, the first 
education-related bond to be rejected in California since 1994.

For private colleges and universities, endowments are key to 
financing new construction. Endowments, however, are expected 
to be another weak link for education construction over the next 
few years. According to the National Association of College and 
University Business Officers (NACUBO), institutional endowments 
returned an average gain of 5.3% in FY2019 (July 1, 2018–June 
30, 2019) after growing 8.2% in FY2018 and 12.2% in FY2017. 
However, FY2019 was the first time in a decade that the average 
10-year return (at 8.4%) exceeded 7.0%, the level institutions now 
target for long-term planning purposes. 

Three-quarters of institutions surveyed by NACUBO increased 
spending by an average of more than $2 million as a result of these 
strong 10-year returns. But increasingly, universities are spending 
endowment funds on much more than just construction. The most 
recent survey found that 49% of endowment spending went to 
student financial aid, 17% to academic programs, 11% to faculty, 
and 7% to campus facilities (which includes new construction). 
Providing financial aid to students — given how high college tuition 
and student debt have grown — is notably taking prevalence over 
new construction. Moreover, endowments may also begin to recede 
over the next few years as current stock market volatility eventual-
ly turns into a downward trend in the market. 

Several issues specific to the COVID-19 pandemic are also plaguing 
colleges and universities. State financial support for public colleges 
has been slowly waning in recent years, causing public colleges 
to rely more heavily on tuition, fees, and revenues from room and 
board to meet costs. The pandemic, however, has forced enroll-
ments down and pushed more students to move home as many 
classes move online. This past spring, when the shutdown sent 
college students home en masse, many colleges and universities 
reimbursed students for unused room and board with money that 
was already committed to other expenses. Adding to this burden, 
the number of international students (who often pay full tuition 
without scholarships) has suffered between unfavorable interna-
tional travel policies and personal hesitancy to travel amidst the 
COVID-19 pandemic. 

HEALTHCARE BUILDINGS
In 2019, the square footage of healthcare construction starts 
reached its lowest level since 2014. But healthcare construction 
began 2020 on more promising note as several large projects broke 
ground, pushing starts 34% higher in the first quarter relative to 
the same period of 2019. Unfortunately, the COVID-19 pandemic 
had other ideas. As the virus spread, the healthcare sector was 
caught off guard by the sudden onslaught of hospitalizations, 
which pushed costs higher just as revenue associated with lucra-
tive elective procedures dried up. This created a large financial 
gap for hospitals. Nearly $175 billion in relief was allocated in the 
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CARES Act, but that was not enough to prevent intensifying layoffs. 
In March and April, 2.3 million healthcare and social assistance jobs 
were shed. By September, only about half of those jobs had been 
added back and hiring momentum had noticeably slowed. 

As the year progressed, healthcare construction starts slowed 
considerably. Through the first nine months of the year, the dollar 
value of starts was down 8% from a year earlier. The largest proj-
ects to break ground through the first three quarters of 2020 were 
the $766 million New Valley Hospital in Paramus NJ and the $546 
million Mayo Clinic Arizona Forward Project in Phoenix AZ. Little 
improvement is expected through the end of the year, with the 
dollar value of 2020 healthcare starts expected to lose 9% to $26 
billion and square footage expected to dip 15% to 62 million square 
feet. While both hospitals and clinics/nursing homes will suffer 

setbacks this year, the clinic/nursing home segment will see a more 
pronounced drop in activity as elder care facilities continue to reel 
from COVID-19’s blow.

The outlook for 2021 remains muddy. Demographic demand is 
ramping up as aging baby boomers continue to require more 
healthcare services. Moreover, the COVID-19 pandemic has laid 
bare the healthcare sector’s lack of surge capacity. In-patient bed 
counts have declined in many areas of the country as healthcare 
delivery has shifted to outpatient facilities. These two factors 
alone should lead to a significant pickup in healthcare construction 
in years to come. 

However, the outcome of the election and battle over the Supreme 
Court seat may have a negative impact on healthcare construction. 
With Republicans expected to maintain control of the Senate there 
is little path forward for attempts to broaden measures contained 
in the Affordable Care Act (ACA). It also means that, regardless of 
who sits in the White House, there is likely to be a legislative road-
block to weakening or eliminating the ACA since House Democrats 
will block any such measures. This sets up a battle in the Supreme 
Court where the balance of power has shifted conservative. 
These lingering uncertainties will make it difficult for healthcare 
construction to make significant gains in 2021. Until outcomes 
become clearer, Dodge assumes the status quo will continue in 
Washington DC. This assumption leads to a gain in 2021 of 9% in 
dollar value to $28 billion and a rise of 6% in square footage to 66 
million square feet, levels below 2019 starts. These gains will be 
primarily seen on the hospital side of the market. Keep in mind, 
however, that events over the next few months could shift the 
forecast significantly.

TRANSPORTATION BUILDINGS
Transportation building starts have been reached impressive 
levels over the last several years. After a 127% surge in 2017 that 
brought starts up to an unprecedented $21.6 billion, starts slid 
but still held above $10.0 billion dollars in both 2018 and 2019. 
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The 2017 surge was due to major projects at both LaGuardia 
International Airport and Los Angeles International Airport. Starts 
remained above the prior 10-year average of $7.4 billion in 2018 
thanks to two multibillion-dollar projects that broke ground — the 
$2.1 billion reconstruction project at Denver International Airport 
and the $1.4 billion Terminal One project at Newark International 
Airport. In 2019, starts once again remained strong with work 
starting on the $1.1 billion expansion of O’Hare International 
Airport’s Terminal 5 in Chicago IL and the $972 million terminal 
building at Kansas City International Airport.

COVID-19, of course, has changed the outlook for air travel 
considerably. Once it became clear that the pandemic had arrived 
in the U.S., air traffic nosedived, falling 42% in March and a further 
92% in April. Air traffic has improved somewhat over the past few 
months but remains well below levels seen prior to the pandemic. 
Domestic business travel is depressed and international travel 
from the U.S. has plummeted as a growing number of countries 
have placed entry restrictions on U.S. travelers.

Early in the pandemic, airlines were able to stabilize their finances 
through a combination of federal aid and significant cost cutting. 
However, it is unlikely that air traffic will return to pre-COVID levels 
any time soon, and an uncertain outlook for continued federal aid 
has begun to present significant challenges. 

Airlines are not alone in feeling financial pressure. Local airports of 
all sizes are contemplating deep cuts in operations and aban-
doning expansion plans. The Port Authority of New York recently 
announced it is considering delaying a massive project at JFK for 
several years due to the pandemic. The Port Authority had planned 
to replace a significant proportion of that airport’s six terminals, 
reducing the number to just four. This includes a nearly $7 billion 
project at Terminal 1 that was scheduled to begin this year. That 
project is now unlikely to get underway until 2021 at the earliest. 
A planned $8 billion redevelopment for Terminals 4 and 8 will also 
likely be delayed. Similarly, San Francisco is pushing out a $1 

billion renovation that was expected to break ground this year into 
2021, and Orlando International Airport is scaling back an expan-
sion currently underway from 19 new gates to just 15. 

These delays in major airline projects will cause the dollar value 
of starts to drop 24% in 2020 to $9 billion, while square footage 
will fall 25% to 23 million square feet. Starts are still expected to 
remain relatively high this year thanks to large project starts that 
include a $950 million piece of the $2 billion ongoing project at 
Portland International Airport in Portland OR and the $268 million 
addition and renovation at Nashville International Airport in Nash-
ville TN. The outlook for 2021 is less clear due to uncertain start 
dates for the large projects mentioned above. For this forecast, 
Dodge has assumed that JFK’s Terminal 1 project will get under-
way in 2021, thus boosting dollar value by 11% to $10 billion and 
square footage by a more modest 2% to 24 million square feet.

RECREATION BUILDINGS
The recreation buildings category covers a broad range of building 
types including (but not limited to) casinos, convention centers, 
gyms, and enclosed sports arenas. Recreation building starts 
dropped 10% in 2019 to $18 billion and square footage fell 9% to 
45 million square feet. The decline was largely the result of a 55% 
plunge in the dollar value of convention center starts. Other ele-
ments of the category saw more positive results last year: casino 
construction increased 11% to $5.6 billion, sports arenas moved 
15% higher to $3.2 billion, and gyms rose 5% to $4.1 billion.

This year, however, the COVID-19 pandemic and recession have 
taken a large bite out of recreation construction starts. In the first 
nine months of the year, starts declined 40% in dollar value and 
34% in square footage. All recreation sectors with the exception of 
the small auditorium sector, were down by double-digits. Audito-
riums, however, saw a modest gain due to the February start of a 
$33 million facility at Saint Mary’s College of Maryland. The largest 
projects to get underway through the first nine months of 2020 
were the $270 million renovation of the Bankers Life Fieldhouse 
in Indianapolis IN, and the $235 million renovation of the Talking 
Stick Arena in Phoenix AZ.

A few large recreation projects are expected to break ground 
during the second half of the year that will have a positive impact 
on annual starts. The largest of these projects is the $405 million 
Ho-Chunk Casino and Hotel in Beloit WI. The project has approval 
from the Bureau of Indian Affairs and is awaiting approval from 
Wisconsin’s Governor Tony Evers. Construction is expected to 
begin by the end of the year. For the full year, recreation building 
starts are expected to fall 38% to $12 billion, and the square foot-
age of starts is expected to fall 33% to 30 million square feet.

Recovery for the recreation sector will, unfortunately, not arrive 
until after 2021. Casino and convention center traffic is expected 
to be very light over the coming year as business travel is not 0
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INSTITUTIONAL BUILDING 

expected to resume in earnest until 2022 when an effective 
COVID-19 vaccine is expected to have been widely adopted across 
a broad swath of the population. Dodge, therefore, predicts a 
continued pullback in casino and convention center starts for 
most of 2021. One major project expected to boost the 2021 total 
for recreation building, however, is the start of a $540 million 
renovation and addition for the Las Vegas Convention Center in 
Las Vegas NV.

Recreation construction is closely allied with construction for 
colleges and universities through student centers, gyms, and 
arenas. The pandemic has created a significant cash crunch for 
higher education institutions. With many universities opting to 
not have students on campus — or, if on campus, with heavy 
restrictions in place — new buildings in this category are unlikely 
to move forward any time soon. Without fans sitting in the stands, 
professional sports arenas will also see weaker demand, so no 
meaningful large projects are expected to start over the coming 
year. In 2021, therefore, both the dollar value and square footage 
of recreational starts are expected to fall another 5% to $11 billion 
and 29 million square feet. 

PUBLIC BUILDINGS
Public (government) building construction includes capitols and 
courthouses, police, fire, detention, and other public adminis-
trative facilities. Government building starts began the year on 
a weak note with the dollar value of starts down 7% in the first 
three months of 2020 compared to the same period of 2019 
and square footage slipping 12% during the same period. In the 
second quarter, conditions became significantly worse as the 
pandemic and recession took hold. Construction was severely 
restricted by shutdowns, and significant fissures opened in 
government building starts. After nine months of the year, the 
dollar value of public building starts was down 21% compared to 
a year ago, and square footage dropped 31%. Armories were the 
only major public building sector to increase over the year with 

dollar value up 12%. This year’s starts have been aided by $69 
million worth of armory repairs in Panama City FL that resulted 
from Hurricane Michael, $52 million in renovations for Washing-
ton DC naval facilities, and the $39 million start of a Joint Base 
Lewis-McChord Information Systems Facility in Tacoma WA.

Construction starts for police and fire stations also held their own 
with only an 8% decline in dollar value during the year’s first nine 
months. The largest police and fire projects to break ground this 
year include the start of a $79 million renovation for the Police 
Command Center at the World Trade Center in New York NY, a new 
$67.6 million North Precinct for the Seattle Police Department in 
Seattle WA, and a new $63 million police and fire facility for the 
city of Provo UT. Other government building sectors saw steep 
double-digit declines in the first nine months of the year. Starts 
of capitols, courthouses, and city halls dropped 36% in dollar 
value as did detention facilities. 

Public building construction will continue to struggle through the 
remainder of this year and into next. The pandemic and recession 
have laid waste to state and local budgets as revenues plunged at 
the same time costs associated with COVID-19 responses have 
soared. A recent report by the Kroll Bond Ratings Agency projects 
losses of $690 billion for state and local governments in the 
coming fiscal year — including $370 billion for states, $117 billion 
for cities, $114 billion for counties, and $24 billion for transit 
agencies. 

In May, Texas reported that local tax revenues fell 12%. California 
predicts a budget deficit for this fiscal year of $13.4 billion and 
$40.9 billion for the coming fiscal year. And New York City is facing 
a budget gap of close to $9 billion over two years. An analysis by 
Moody’s Analytics estimates that state and local governments 
will need to trim a combined $400 billion from their budgets for 
the current fiscal year (which began in July for most areas) as 
well as the next fiscal year in order to balance their budgets as 
required by law. This would have dire consequences for public-
ly-funded construction. With schools and infrastructure projects 
likely to be favored, it seems likely that buildings included in the 
public building category will fare even worse. 

The dollar value of public building starts is expected to fall 
20% in 2020 to $9 billion, and the square footage of starts will 
drop 23% to 16 million square feet. Expected to start late in 
the year are the $489 million Sacramento Criminal Courthouse 
in Sacramento CA and the $279 million Modesto Courthouse 
in Modesto CA. Another challenging year will be ahead in 2021 
as the dollar value of starts slips an additional 1% to $9 billion 
and the square footage of starts drops 5% to 15 million square 
feet. The 2021 forecast for government buildings, however, 
hinges greatly on the expected start of a multibillion dollar 
relocation project for Rikers Island Detention Facility in New 
York NY. If that project is delayed or abandoned, starts could 
continue to fall at a steeper pace.0
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MANUFACTURING CONSTRUCTION 

IN 2019, MANUFACTURING CONSTRUCTION STARTS ROSE a scant 
1% from the previous year to $32 billion. In square footage terms, 
starts fell 17% to 69 million square feet. The disconnection between 
dollar value and square footage is due to petrochemical plants, 
which Dodge Data & Analytics records with value, but no square 
footage.

Breaking ground in 2019 was the $7.0 billion Exxon Mobil ethylene 
plant in Gregory TX along with a $2.0 billion Exxon Mobil chemicals 
plant in Baytown TX. In sum, petrochemical plants accounted for 
42% of all manufacturing construction activity in 2019. The largest 
traditional manufacturing plant to start was the $1.6 billion Toyota 
Mazda plant in Huntsville AL. 

Through the first nine months of 2020, manufacturing construction 
starts suffered along with most other types of building activity 
— the dollar value of starts was down 56%, and square footage 
was 33% lower. While the pandemic and recession are certainly 
responsible for much of the pullback, there were few mega projects 
in planning even before the pandemic that would have resulted 
in stronger starts over the year. Through the first nine months 
of 2019, 12 projects broke ground with values in excess of $500 
million. In the first nine months of 2020, there were just two. In May 
of this year, ground broke on a $950 million SDI Steel Complex in 
Sinton TX. In August, work got underway on a $740 million Texas 
Instruments Fabrication plant in Richardson TX. The largest petro-
chemical plant to get started was the $400 million Husky Superior 
Refinery in Superior WI.

The pandemic effect on manufacturing, however, cannot be 
understated. In March and April, the sector shed 1.4 million 
jobs — more jobs than were created from 2011 through 2019. 
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MANUFACTURING CONSTRUCTION 

Manufacturing output, as measured by the industrial production 
index for manufacturing, fell 5% in March and a further 16% in 
April. Plant capacity utilization fell to 60% — its lowest monthly 
reading in almost 50 years.

Recovery has come, albeit slowly, to the manufacturing sector. 
Orders for durable goods (excluding nondefense aircraft) have 
been trending higher since bottoming out in April. This has led to 
gains in manufacturing output, which is now just 6.3% below the 
pre-pandemic level with plant capacity utilization having im-
proved by ten percentage points. Corporate profits should begin 
to rebound over the next six months, which will further support 
growth in capital investment. From June through September, 
manufacturing added back 716,000 jobs, about half of what was 
shed during April and May. 

One project expected to break ground in the final quarter of 2020 
is the nearly $1.0 billion Tesla Gigafactory in Austin TX. Tesla 
built its last Gigafactory in Reno NV in 2014. Also slated to get un-
derway in Q4 is the $470 million Nikola Motor Hydrogen-Electric 
Truck Plant in Coolidge AZ. The only petrochemical plant of sig-
nificant size expected to start in the final quarter of 2020 is the 
$675 million NGL Fractionator #4 in Mont Belvieu TX. These large 
projects, however, pale in comparison to the projects that broke 
ground in 2019. This, combined with the impact of COVID-19 and 
the recession, will leave 2020 manufacturing construction starts 

down 49% in dollar value to $17 billion. Square footage will drop 
18% to 57 million square feet. 

In 2021, petrochemical construction is likely to remain subdued 
with few large projects in the pipeline. One traditional manufac-
turing project expected to get underway next year could exceed 
$1 billion in hard construction costs — a semiconductor factory 
in Phoenix AZ. This style of high-value-add manufacturing could 
perform well in a post-COVID-19 U.S. environment. However, 
like the construction industry, manufacturing faces a critical 
shortage of skilled labor. According to the Bureau of Labor 
Statistics, 408,000 manufacturing positions remained unfilled 
in July 2020, slightly above the 334,000 open construction 
positions and only 100,000 positions below the 2019 peak for 
open manufacturing jobs.

A 2018 report by the National Manufacturing Institute in con-
junction with Deloitte estimated that 4.6 million manufacturing 
jobs would need to be filled over the next decade with 2.4 million 
remaining unfilled due to the lack of skilled labor. While the ultimate 
number of unfilled positions is likely to be lower given ramifications 
of the pandemic, it highlights the sector’s need to attract and train 
displaced workers. This, unfortunately, will take time and leaves the 
manufacturing sector challenged in 2021. Manufacturing construc-
tion starts are slated to remain flat next year to $17 billion with 
square footage dropping 5% to 54 million square feet.
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RESIDENTIAL CONSTRUCTION 

HOUSING STARTS may be one of the very few construction 
sectors to survive the pandemic in stable condition. The fate of 
housing, particularly the much larger single family (for-sale) side 
of housing, is closely tied to interest rates, which the Federal 
Reserve Board raises or lowers to accelerate or slow economic 
growth. As pandemic shutdowns forced real GDP to plummet at an 
unprecedented annualized rate of -31.4% in the second quarter, 
the Federal Reserve slashed the federal funds rate to nearly zero, 
which brought down mortgage (and other) interest rates along 
with it. In late September 2020, mortgage rates slipped below 3%, 
a level not seen in the past 50 years. These historically low inter-
est rates have given home sales a boost and encouraged reticent 
home builders to move forward with construction starts. Even as 
the dollar value of total construction starts declines a sharp 14% 
this year, single family housing starts are expected to increase 4% 
to $239 billion and 5% to 876,000 in units.

Multifamily housing, however, will not cope as well through 
the pandemic recession. Employment, a key determinant of 
rental housing, plunged by 22.2 million jobs from the February 
pre-pandemic peak through the April trough. From April through 
September nonfarm payrolls regained 11.4 million jobs, leaving 
10.7 million (48%) yet to be returned to the economy. The un-
employment rate rose from a 50-year low of 3.5% in February to 
14.7% in April and had fallen to 7.9% by September (still 4.4 points 
above where it stood before the pandemic). Damage caused by the 
pandemic has been widespread. In September, jobless rates were 
higher than a year earlier in 388 of the nation’s 389 metropolitan 
areas. Nonfarm payroll employment was down in 251 metropolitan 
areas and was essentially unchanged in 138 areas. Consider-
able economic suffering continues to plague most of the nation. 
Employment losses and high unemployment rates are creating a 
short-term pause in demand for rental apartments. In 2020, the 

dollar value of multifamily housing starts is expected to respond 
with a 14% decline to $86 billion, while the number of new units 
started will drop 12% to 496,000. On balance, the total dollar value 
of housing starts is expected to dip 2% in 2020 to $325 billion 
and the number of units breaking ground will also fall 2% to 1.371 
million units. 

Although the economic downturn is expected to be short, house-
hold balance sheets and business investments need time to 
recover, making 2021 a transition year for the housing market. 
Dodge expects single family housing to remain healthy in 2021 
with a 7% gain in dollar value to $254 billion and a 6% volume 
increase to 928,000 units. Multifamily housing, meantime, will 
remain in the early stages of recovery. First-half 2021 starts are 
likely to remain soft, followed by a strengthening in the latter part 
of the year. On balance, multifamily starts will drop 1% to $85 
billion next year, and units will pull back 2% to 484,000 units. 

Longer-term, the COVID-19 pandemic could result in sociologi-
cal changes that have long-lasting effects on housing demand. 
Homeowner preferences, for example, may shift away from the 
high-density downtown living spaces that have been so popular 
in recent years. Both renters and homeowners may develop new 
preferences for larger living spaces that include areas such as 
dedicated in-home offices. Moreover, if comfort levels for visiting 
theaters, restaurants, gyms, and such do not quickly return to 
normal, preferences for at-home alternatives to these leisure 
activities may increase as well. Demographic changes, such as the 
aging of millennials, may also shift preferences to create stron-
ger demand for home ownership as more members of this large 
generation marry and have children. 

All of these changes, of course, depend on affordability. Large 
hurdles must still be met to ensure housing affordability both on 
the owner and renter sides of the market. If the industry rises to 
the occasion, the coming years could bring formative changes to 
demand for housing and the new homes and apartments that are 
built to meet that demand.

SINGLE FAMILY HOUSING
Very strong correlations exist among housing starts, home sales, 
and mortgage rates. New home sales are an indicator of demand 
for new home construction, and homebuilders try to keep supply 
(construction starts) in line with demand. Mortgage rates directly 
affect the cost of housing and are therefore typically a key factor 
in determining demand as well. Close relationships among these 
factors have never been more obvious than in 2020 when the 
economy tumbled, and single family housing continued to grow 
virtually unabated. 
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This year has been unique — to put it mildly. The economy experi-
enced an unprecedented shut down earlier this year as COVID-19 
spread and states and municipalities widely implemented 
stay-at-home orders. Single family home sales, however, held 
up surprisingly well under the circumstances. New single family 
home sales, in fact, were 17% higher in the first nine months of 
2020 than during the same period of 2019. By September, new 
single family home sales were just under a million units sold (at 
a seasonally adjusted annual rate), a level not seen since 2006. 
Existing single family home sales slipped 1% over the same 
time period, given legitimate health concerns and difficulties in 
showing occupied homes under coronavirus conditions. Even 
with this decline, however, single family existing home sales had 
risen to 5.87 million units (seasonally adjusted and annualized) by 
September, a level not seen since April 2006.

In response to solid gains in new home sales, single family 
housing starts have performed well so far in 2020. In the first 
nine months of the year, single family housing starts gained 10% 
in units and 6% in dollar value from a year earlier. Starts did fall 
by double-digit rates during the months of April and May but 
rebounded with surprising vigor over the summer. Anecdotal 
evidence abounds that homes are selling over asking prices and 
sometimes sight unseen. 

Information from the National Association of Realtors (NAR) 
about the characteristics of existing home sales reveal a great 
deal about who has been able to buy homes and, therefore, who 
has been least and most affected by coronavirus. NAR data show 
that sales of existing homes with asking prices below $100,000 
declined 20.5% in August, while those with asking prices above 
one million dollars increased 44.0%. First-time buyers held their 
own over the year (August-to-August) with about one-third of 
all home sales. Distressed sales remained negligible at just 1% 
of total sales in August — perhaps because the downturn was so 
short in duration or because not enough time has transpired to 
show the full impact of the economic downturn. Cash sales (18% 

of the total) and sales to investors (14%) have also remained 
steady. Only the average duration of homes on the market moved 
significantly, falling to 22 days in August 2020 compared to 31 
days in August 2019.

Current strength in home sales and housing is neither a func-
tion of economic growth nor home prices. Employment levels 
remain below February’s peak despite healthy gains over recent 
months, and this year’s real GDP is still expected to slip 4.4% from 
2019. Home prices, meantime, have continued to rise even with 
COVID-19 shutdowns. Median prices for existing single family 
homes have gained in every month of 2020 (albeit at slower rates 
in May and June). In August, the median price was $315,000, up 
11.7% from August 2019. 

The top reason for housing market strength lies instead with 
historically low interest rates. According to Freddie Mac, the 
average commitment rate for a 30-year, conventional fixed-rate 
mortgage decreased to 2.94% in August, down from 3.02% in July 
and an average of 3.94% for all of 2019. By October, mortgage 
rates slipped to just 2.83% — the lowest they have been in more 
than 50 years. Many potential buyers, at least those less affected 
by the economic ravages of the pandemic, see these low rates 
as a once-in-a-lifetime opportunity to finally make the home 
purchases that they have been putting off, feeling they were out 
of range or just not ready to buy.

Other reasons for the sudden surge in new home sales lie with the 
pandemic, which seems to be changing preferences, increasing 
desires for more space (both indoor and out) and less densely 0
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populated locations, especially as work-from-home becomes 
more widespread. Millennials are also playing a role in the surging 
interest in home ownership. According to the National Association 
of Realtors, millennials made up the largest share of homebuyers 
in 2019 (38%), the seventh consecutive year that they have been 
the most active generation of buyers. After many years of lagging 
their elder generational counterparts, millennials are settling into 
more traditional roles, including marrying, having children, and 
owning homes — with single family housing benefiting from the 
change.

Both positive and negative forces will weigh on the single family 
housing market as it moves forward. On the positive side, builders 
will face at least some lower input prices, resulting from sudden 
declines in demand that came with the shutdowns. This may, at 
least temporarily, ease upward pressure on new home prices. An-
other plus is that U.S. households are in much better financial po-
sitions than they were at the conclusion of the Great Recession. 
They have significantly less debt and are better able to withstand 
the shock of recession (as long as it remains short). Lower mort-
gage rates will also improve affordability for those looking to buy. 
Finally, because the last expansion in single family housing starts 
never fully matured with starts remaining well below long-term 
levels of activity, many potential homebuyers were sidelined and 
have been waiting for the right opportunities to purchase homes. 
That time may be now or in the near future.

At the same time, single family housing also faces a number 
of negative forces that will impede recovery. First, the lack of 
buildable lots and zoning restrictions that have plagued build-
ers over the past decade will persist, following builders into the 
next recovery. A shortage of affordable homes (particularly for 
first-time buyers) continues to be a problem as well, and no easy 
solutions for this problem are likely to emerge. Moreover, un-
certainty around the timing and strength of economic recovery 
will keep buyers (and lenders) feeling cautious, which could limit 
demand in the near term. Another issue hanging over the indus-

try is that many (particularly smaller) construction companies 
have been severely damaged by the COVID-19 recession. Despite 
government efforts to support small businesses, a wave of bank-
ruptcies is expected to occur over the remainder of 2020. The 
loss of construction capacity could lengthen the time it takes for 
the industry to fully reemerge from recession. The way forward 
following the COVID-19 recession will be neither clear nor easy. 
Recovery will come, but it will be a long slog before society, and 
therefore the housing market, feel normal once again.

MULTIFAMILY HOUSING
Multifamily housing starts were a powerhouse of strength 
throughout the construction recovery and reached 561,000 units 
in 2019, up 312% from the 2009 bottom of the cycle. The dollar 
value of multifamily starts reached $100 billion in 2019, up an 
even more impressive 460%. But the spirited multifamily housing 
expansion developed for atypical reasons following the implosion 
of the housing market after the bubble burst. The rental side of 
the housing market (largely multifamily housing) increased at the 
expense of the owners’ market (largely single family housing) as 
problems that stemmed from the housing bubble discouraged 
renters from choosing to buy and forced owners who had lost 
their homes to move into rental housing.

By 2019, the single family housing market had largely recovered 
from its bubble-induced troubles, and multifamily housing starts 
began to show signs of weakness after nearly a decade of gains. 
Multifamily starts ticked up just 3% in units, and dollar value flat-
tened in 2019. Given the COVID-19-induced economic downturn 
in 2020, multifamily housing starts are expected to fall 12% to 
496,000 units, and dollar value is expected to drop 14% to $86 
billion. Multifamily starts will weaken further in 2021 when they 
slip to a low of 484,000 units ($85 billion), extending the sector’s 
downturn for a year longer than single family housing. The overall 
peak-to-trough decline, however, will amount to just 14% in units 
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and 15% in dollar value — a mild dip relative to recent experience. 

Although multifamily housing still holds solid long-term potential, 
near-term prospects for multifamily housing are less optimal. A 
key driver for multifamily housing is employment growth since 
income generated by new jobs enables households to form, cre-
ating an increase in demand for housing. Over 22 million jobs were 
lost in March and April, alongside the economic recession. As of 
September, payrolls were still 10.7 million below pre-pandemic 
levels. Moreover, payroll declines were harshest for younger work-
ers, given they are often employed in service or retail jobs that 
are most exposed to the public. Young people are also the most 
likely to occupy rental housing. As a result, short-term demand 
for rental apartments has been on pause. The process of recovery 
will take a bit longer for multifamily housing because of the time it 
will take for household balance sheets and business investments 
to recover. Moreover, following the COVID-19 pandemic, demand 
for rental housing may shift away from high-density downtown 
living, creating changes in both the locations and types of multi-
family houses built. 

Outsized demand for rental apartments over the past decade 
tightened rental-unit vacancy rates and forced up rents — laying 
down prime conditions for multifamily housing development. Ac-
cording to CBRE Econometric Advisors (CBRE-EA), rental vacancy 
rates for professionally managed apartment buildings remained 
lean and low in 2019, dropping 1.1 points from a year earlier to 
4.5%. This year has seen an uptick in vacancy rates, but rates 
are expected to peak in the fourth quarter at 6.3% and will then 
decline throughout 2021.  

Large multifamily projects have accounted for an increasingly 
large share of total multifamily construction over the most recent 
construction cycle. Large project starts peaked in 2015 at a 
combined $15.0 billion, or 24% of the total dollar value of starts. 
From 2016 through 2019, the dollar value of large projects pulled 

back but remained an important piece of the market, accounting 
for roughly one fifth of dollar value. In the first nine months of 
2020, however, large project starts fell dramatically, slipping to 
just 13% of total multifamily starts. Although it may be too early 
to tell, this change could be an indicator of a shift in housing 
demand to less urban, more sparsely populated locations.

In 2019, a total of 106 multifamily projects broke ground with 
hard construction costs of $100 million or more, for a combined 
total of $18.9 billion and 41,722 units added. The largest mul-
tifamily project to break ground in 2019 was the $653 million 
(870-unit) multifamily portion of the mixed-use project at One 
Chicago Square in Chicago IL. As in recent years, New York, rather 
than Chicago, was the central contributor to multifamily develop-
ment in 2019. Thirty-two $100 million-plus projects broke ground 
in the New York metropolitan area last year, accounting for $6.6 
billion in construction costs and 12,134 units. 

In the first nine months of 2020, large project starts have slowed 
compared to the 2019 pace but have continued to move forward 
at a relatively healthy rate. Thus far in 2020, 49 projects with 
hard construction costs of $100 million or more broke ground ac-
counting for $8.1 billion and 21,000 units. New York City remained 
a powerhouse of activity, holding six of the largest ten projects 
so far in 2020. The largest project to start was the $478 million 
apartment portion of a mixed-use project located at 101 Lincoln 
Ave in the Bronx NY. This project was followed by the $471.6 mil-
lion apartment piece of the Pacific Park mixed-use development 
in Brooklyn NY.

Even though multifamily housing is expected to weaken in both 
2020 and 2021, the sector will likely remain a key driver of overall 
construction activity in the decade ahead. The current economic 
recession and job loss will slow growth over the next few years, 
but in the longer term — even as single family housing makes a 
comeback — the multifamily market will continue to thrive. 
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PUBLIC WORKS AND POWER/UTILITIES 

THE NONBUILDING CONSTRUCTION SECTOR, which consists of public 
works and power/utility construction, is unique in the construction 
world. Unlike building activity, which is largely funded by the private 
sector, nonbuilding construction is a mix of public and quasi-public 
projects. This means the sector is more often driven by legislative 
and regulatory initiatives than by economic trends. Because of this, 
the sector frequently deviates from trends in construction for res-
idential and nonresidential buildings. The power/utilities subsector 
also consists of extremely large (multibillion-dollar) projects, which 
can cause surges and plunges in activity from year to year.  

COVID-19, however, has besieged the normal workings of the 
construction sector. This year — even though many public works 
construction projects were declared essential business and allowed 
to continue even during the months the economy was shuttered — 
nonbuilding construction starts are expected to decline 18% to $173 
billion. Public works construction starts are expected to drop 9% this 
year to $142 billion due to weakness in several environmental (water) 
categories and a pullback in pipeline construction. Electric power/
utility starts are expected to plummet 43% in 2020 to $31 billion, 
following last year’s 123% surge and this year’s sharp decline in 
energy prices as demand tumbled during the shutdown.

In 2021, nonbuilding construction as a whole will begin to recover 
as starts increase 7% to $184 billion. Gains, however, will come 
entirely on the power/utility side of the market, which is expected 
to bounce back 35% to $42 billion — still 23% below the 2019 high 
— as demand and energy prices revive. Public works, meantime, are 
expected to remain virtually unchanged from 2020 at $142 billion. 
Very modest gains in streets and bridges as well as environmental 
public works will be overwhelmed by continued declines in other 
public works categories.

STREETS AND BRIDGES
COVID-19 has changed the 2020 outlook for streets and bridges just 
as it has for all other types of construction. But street and bridge 
construction had two things in its favor that other sectors did not. First, 
Congress had finalized annual appropriations for FY2020 in December, 
raising appropriations for highway programs by 2% to $46 billion and 
increasing funding for BUILD grants (Better Utilizing Investments to 
Leverage Development) by 11% to $1 billion. Passage of these key 
funding mechanisms eliminated the uncertainty that had, in recent 
years, prevented some highway and bridge construction projects from 
moving forward. 
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PUBLIC WORKS AND POWER/UTILITIES 

In addition to secure funding, street and bridge construction was 
classified as essential business during COVID-19 shutdowns, which 
largely insulated the sector from the steep declines that have 
plagued many other construction segments. Physical distancing 
rules, state-level financial problems, and, in some cases, the sickness 
itself interfered with normal operations, however, slowing down proj-
ects both in planning and already underway. Still, street and bridge 
construction starts are expected to inch forward by 1% this year to 
$74 billion as street/highway starts gain 1% to $58 billion and bridge 
starts grow 2% to $16 billion. 

Several massive street and bridge projects that broke ground in the 
first nine months of 2020 helped to create positive momentum for 
the year. The largest of these projects are related and located in 
Texas: the $1.7 billion September start of Texas DOT’s massive IH 635 
(aka LBJ East) redevelopment project and the $1.3 billion May start 
of improvements for the same LBJ East highway. Washington State 
DOT’s $705 million I-405 Renton to Bellevue Widening and Express 
Toll Lanes was the third largest project to break ground in the first 
nine months of 2020. These projects were followed by California’s 
$673 million I-10 Corridor construction and Maryland’s $463 million 
replacement for the Harry W. Nice/Thomas (Mac) Middleton Bridge. 

New complications emerged for 2021 street and bridge construction 
as it became clear that reauthorization of the legislation that pro-
vides federal funding for streets and bridges would be delayed until 
sometime next year. The FAST Act, which currently authorizes federal 
funding for highways and bridges, expired at the end of FY2020 
(September 30, 2020). Many believed that Congress would finally 
pass reauthorizing legislation on time this year since the two sides of 
Congress had bills ready and waiting for conference committee. But, 
with Congress failing to act on that legislation, they instead attached 
a one-year extension of the FAST Act onto the stopgap continu-
ing resolution spending bill that funded the government through 
December 11. The full, one-year extension of the FAST Act essentially 
ensures funding for surface transportation construction throughout 
the current fiscal year.

In addition to the FAST Act extension, Congress transferred $13.6 bil-
lion of funding from the general fund to the Federal Highway Trust Fund 
to keep it solvent. Solvency of the trust fund has been questionable 
for several years, but this year’s coronavirus created special hazards. 
To inhibit the spread of COVID-19, the U.S. public was encouraged to 
stay at home. As a result, vehicle miles traveled during the first seven 
months of 2020 plummeted 15.7% (almost 300,000 miles), according 
to the U.S. Department of Transportation. Because the federal gasoline 
tax provides the money for the Highway Trust Fund, fewer miles trav-
eled meant fewer dollars entering the fund to provide improvements 
for roads and bridges. In January, the Congressional Budget Office 
estimated that the fund would run out of money in 2021, but newer 
estimates suggested the trust fund would need an infusion of funds 
from the Treasury to keep it solvent in 2020. As a result, Congressional 
action that boosted the trust’s funding was essential to construction 
both for late 2020 and 2021.

Without new authorizing legislation that was expected to provide a 
five-year funding boost, the outlook for streets and bridges in 2021 
may be less favorable. At the same time, extension of the FAST Act 
did provide some much needed certainty for state DOTs. On balance, 
construction starts for streets and bridges are expected to inch up 1% 
in 2021 to $75 billion as streets climb a similar 1% to $58 billion and 
bridges gain a somewhat stronger 3% to $17 billion.

ENVIRONMENTAL PUBLIC WORKS
Environmental public works construction is tied strongly to changes in 
federal, state, and local legislation, regulations, and funding levels for 
development of drinking water systems, storm sewers, water resources 
such as dams, levies, and harbor development, and for the remedia-
tion of hazardous waste. For over a decade, federal appropriations for 
environmental construction were both lackluster and late. Congress 
was unable to pass appropriations bills on time, which means that 
most programs were funded through continuing resolutions (or CRs) 
that provided only short-term, stop-gap funding. Moreover, federal 
spending cutbacks were often focused on discretionary programs 
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and on federal agencies such as the Environmental Protection Agency 
(EPA) and U.S. Army Corps of Engineers (USACE) through which many 
environmental programs are funded. State and local governments, 
therefore, have increasingly been burdened with providing funds to 
meet the environmental needs of local communities. 

This trend has begun to change over the past few years as an in-
creasing number of environmental disasters — hurricanes, tornadoes, 
flooding, and other natural catastrophes — have forced Congress to 
step up funding. The Water Infrastructure Improvements for the Nation 
(WIIN) Act, passed in 2016, set the stage for increased spending on 
environmental public works. The America’s Water Infrastructure Act 
(AWIA), signed into law in 2018, included a reauthorization of the Water 
Resources Development Act (WRDA), which provided $3.7 billion in 
federal funds for the U.S. Army Corps of Engineers to use for dredging, 
flood control, and other projects. AWIA also authorized funding for state 
revolving loans funds, subject to the annual appropriations process. 

In fiscal year 2020, Congress raised the EPA’s budget by 2% to $9 bil-
lion. Federal funding for the EPA’s state revolving loan programs (SRFs) 
included $1.6 billion allocated toward Clean Water SRFs and $1.1 
billion set aside for Drinking Water SRFs. An additional $25 million was 
provided to the WIFIA program, and $83 million for the AWIA program. 
Additionally, the Army Corp of Engineers’ civil works program received a 
boost of 9% to $7.65 billion in funding. 

In response to several natural disasters, Congress passed a disaster 
relief bill in June 2019 that afforded another $19.1 billion in supple-
mental appropriations. The Army Corps of Engineers received $3.3 
billion for flood and hurricane protection projects and the EPA received 
$349 million to improve resiliency of water systems in states affected 
by hurricanes, typhoons, wildfires, and earthquakes. 

While not the comprehensive funding that environmental public 
works projects ultimately need, these packages have provided re-
sources for important projects and remediations that have begun to 

flow to construction starts. In 2018 and 2019, construction starts for 
environmental public works rose 7% and 6%, respectively, reaching 
$42 billion last year.

COVID-19, however, is once again bringing uncertainty to the environ-
mental public works sector. In 2020, starts are expected to pull back 
8% to $39 billion. In 2021, starts will hold fairly steady with a modest 
1% increase to $39 billion. Water supply projects will drop 15% this 
year to $12 billion. The largest project contributing to this year’s 
total is the $200 million Thornton Water Project in Thornton CO that 
broke ground in May. Dams and flood control projects are also on the 
decline this year with an expected 13% drop in activity to $12 billion. 
The largest project supporting this category in 2020 is the $390 mil-
lion Kapalama Canal container terminal wharf and dredging project in 
Honolulu Harbor that broke ground in June. The one exception to this 
overall downward trend lies with sewers and wastewater projects. In 
2020, this category is expected to increase 4% to $15 billion thanks 
to the start of a $1.3 billion biosolids digester that broke ground in 
San Francisco during August.

OTHER NONBUILDING 
Other nonbuilding construction contains a diverse set of construction 
activity, including site work, pipelines, rail lines, and large sports venues 
without roofs (venues with roofs are included in the recreation category 
within institutional construction). In 2019, other nonbuilding starts 
fell 15% to $40 billion in large part due to a 68% decline in pipeline 
construction that brought starts down to $6.5 billion. On the plus side, 
railroad work increased 50% in 2019 to $10 billion, sitework rose 22% 
to $15 billion, and stadium starts climbed 21% to $3 billion. 

In 2020, other nonbuilding starts are expected to decline 29% to $29 
billion, marking the lowest level of activity in this sector since 2015. 
Despite the decline, several large projects have broken ground in the 
first nine months of the year, including the $1.3 billion Federal Way 
Link Extension in Seattle WA. The project extends the current light 
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rail system by 7.6 miles. Also starting was the $1.0 billion Whistler 
Natural Gas Pipeline, which spans 450 miles from Waha TX in the 
Permian Basin to Agua Dulce TX near Corpus Christi on the Gulf of 
Mexico. Another major project of 2020 is the $724 million Lynnwood 
Link Extension in Seattle WA.

Starts in the other nonbuilding sector will continue to drop in 2021, 
falling a further 3% to $28 billion. The slow economic recovery will 
lead to fewer large nonresidential building projects getting underway, 
resulting in less sitework activity. Pipeline activity is also expected to 
be weak as oil prices remain low for the immediate future, reducing 
incentives to build. Further, pipelines have been under greater environ-
mental scrutiny, delaying projects such as the Keystone XL. Candidate 
Joe Biden has promised to revoke the pipeline’s permit if elected 
president. One potential bright spot in the other nonbuilding category 
lies with railroads thanks to a potential start on the $10 billion-plus 
Dallas-to-Houston high-speed rail project.

POWER AND UTILITIES
In 2019, starts in the electric power and natural gas category rose 
123% to $54 billion — just shy of the 2015 record of $58.0 billion. 
Leading the charge in 2019 was a 166% increase in the renewable 
power category led by the $1.0 billion Ekola Flats Phases I and II, which, 
when complete, will bring 750 MW of wind power to Carbon County WY. 

Several large liquified natural gas plants also started, including the 
$4.0 billion Golden Pass LNG facility in Sabine Pass TX. 

Payback will come in 2020, however, as starts drop 43% to $31 billion. 
Through the first nine months of 2020, traditional natural gas-fired 
power plants were among the largest projects to break ground — 
including the $980 million Indeck Niles Energy Center in Niles MI and 
the $888 million Dania Beach Clean Energy Center in Dania Beach 
Florida. The largest renewable energy project to start in the first nine 
months of 2020 was the $600 million Jordan Creek Wind Project in 
Williamsport IN. 

Starts are expected to improve in 2021 with a 35% recovery that brings 
total value up to $42 billion. This forecast, however, is contingent on 
several large new LNG plants starting. According to the Federal Energy 
Regulatory Commission (FERC), 15 projects have been approved but 
have yet to get underway. Near the top of the list is the $7.1 billion 
trains 4 & 5 of the Corpus Christi export terminal in Portland TX. As 
renewable technology, especially wind projects, get closer to achieving 
grid parity (where cost per megawatt of power produced is the same 
as that produced in traditional fossil-fueled-powered plants) projects 
will continue to break ground. Expected in 2021 is a portion of the $8.0 
billion Dominion Energy Coastal Virginia Offshore Wind Project that is 
expected to produce 2,600 MW by 2026. Also expected to get underway 
is a $1.5 billion 999 megawatt wind facility in Weatherford OK.

PUBLIC WORKS AND POWER/UTILITIES 
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DODGE CONSTRUCTION STARTS

Billions of Dollars                     Forecast                     Annual % Chg

2016 2017 2018 2019 2020 2021 2020 2021
Total Construction 739.4 789.3 819.2 853.4 738.1 770.5 -14% 4%

Nonresidential 258.4 288.7 299.1 313.1 240.6 247.0 -23% 3%
Commercial 115.4 117.1 124.5 139.4 107.4 113.0 -23% 5%
     Retail 21.1 20.3 17.2 16.6 12.5 13.3 -25% 7%
     Warehouse 20.1 23.7 24.2 30.1 30.7 33.2 2% 8%
     Office 41.5 42.5 48.6 54.3 42.4 44.7 -22% 5%
     Hotel 17.5 16.4 19.0 18.1 9.7 9.0 -46% -7%
     Parking Garage/Auto 15.3 14.3 15.6 20.2 12.2 12.7 -40% 4%

Institutional 122.7 145.4 142.4 141.2 116.5 117.3 -18% 1%
     Education 52.5 58.6 63.6 62.8 56.7 55.3 -10% -3%
     Healthcare 26.8 28.5 27.6 28.3 25.8 28.0 -9% 8%
     Other Institutional 43.4 58.2 51.2 50.1 33.9 34.0 -32% 0%

Manufacturing 20.3 26.3 32.3 32.5 16.7 16.7 -49% 0%

Residential 297.5 306.9 330.3 330.6 324.9 339.7 -2% 5%
Single Family 201.2 218.4 230.0 230.1 238.6 254.2 4% 7%
Multifamily 96.4 88.4 100.3 100.5 86.4 85.5 -14% -1%

Nonbuilding 183.5 193.8 189.7 209.7 172.6 183.9 -18% 7%
Public Works 136.0 161.8 165.4 155.4 141.7 142.1 -9% 0%
Utilities 47.5 31.9 24.4 54.3 31.0 41.8 -43% 35%

Millions of Square Feet                     Forecast                     Annual % Chg

2016 2017 2018 2019 2020 2021 2020 2021
Nonresidential 1,132.7 1,187.7 1,190.3 1,260.7 1,018.6 1,044.7 -19% 3%
Commercial 741.3 767.5 763.8 854.6 690.2 721.8 -19% 5%
     Retail 112.7 97.4 81.7 76.5 55.1 58.1 -28% 5%
     Warehouse 253.5 297.0 299.1 353.8 352.0 373.5 -1% 6%
     Office 127.8 135.2 137.7 152.2 122.0 127.2 -20% 4%
     Hotel 76.3 73.2 79.2 73.5 38.9 37.4 -47% -4%
     Parking Garage/Auto 170.9 164.7 166.3 198.6 122.1 125.6 -39% 3%

Institutional 320.0 348.5 342.8 336.9 271.9 269.1 -19% -1%
     Education 131.0 136.0 141.4 139.5 124.2 120.3 -11% -3%
     Healthcare 78.3 84.5 80.8 73.2 62.5 66.4 -15% 6%
     Other Institutional 110.6 128.0 120.6 124.2 85.1 82.4 -31% -3%

Manufacturing 71.5 71.6 83.7 69.2 56.6 53.8 -21% -2%

Residential 2,447.9 2,643.4 2,836.2 2,892.6 2,995.3 3,161.5 4% 6%
Single Family 1,831.2 2,055.9 2,195.6 2,250.3 2,423.5 2,602.7 8% 7%
Multifamily 616.7 587.5 640.7 642.3 571.8 558.8 -11% -2%

Thousands of Units                     Forecast                     Annual % Chg

2016 2017 2018 2019 2020 2021 2020 2021
Residential 1,255 1,300 1,380 1,393 1,371 1,412 -2% 3%
Single Family 735 802 833 831 876 928 5% 6%
Multifamily 520 498 547 561 496 484 -12% -2%
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